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CHAPTER - 1 


INTRODUCTIOK 

DEPEKDESTCE AHD DQMINANCB 
ECONOMICS OF LAC IN CHHOTANAGAPUR 

Primary producers like small f amers arid collectors 
of forest produce not on3.y staffer from low productivity but i 

are also denied a fair share of their poor productivity. It 
goes without saying that the two are inter-related facets of i 

a common phenomenon. Land relations » tenurial condi.tions» debt 
bondage and inequities involved in the marteting process are I 

often held responsible for the less than fair rettirns derived | i 

by the small farners and petty producers of various commercial I 

crcps minor forest produce and other primary sector raw 
materials. These economic rel ait ions are increasingly beitg P 

related to social and political forces operating in the rural I 

areas to vrhich such primary sector production is largely ‘ 

confined. 

In most of suc^ writings / the r^ power structure 
is largely taken as a self-contained unit capable of 
e>q>laining the situation through its own interaction mechanism. 

The fact that this production is in many direct and indirect 
ways related to non-rural, non-agricultxaral activities i both 

' ' "1 
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at the national and international, levels in fairly regialar and 
systematic manner, is hardly considered consequenti.al for 
xm<terstanding the poverty~stagnation perpetuation syndrome 
characteristic of the large mass of primary producers. 

If the primary produce happens to be a forest-cum- | 

tribal product, like lac, the temptation to situate the | 

economics of such products and their producers almost exclusively 
in the immediate mileu of the rural -tribal economy is even 
stronger. Consequently, the village landlords, rural rich, 
money lenders, forest contractors and village primacy produce 
traders are taken to be involved in a fairly intricate vi?eb of 
inter-relationships with the growers. Ihese processes^ being 
highly inequi to us and dominated by the resource-holders , leave 
the growers in an unenviable position in social, economic and 
political spheres. While there is no gain saying the role 
of the immediate interactors with the growers, it becomes 
difficult to conprehend the totality of the socio-economic 
processes making the growers increasingly helpless victims 
to the power and posi'tion of the dominant interests in their 
immediate neighbourhood alone- It is difficult to ignore 
the fact that products of these small and scattered growers 
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have been reaching international markets ^ either in processed jt 
semi-processed a.n6/or raw forms for long periods of time 
through a set of well-organised modem corporate entities. 

Hence it becomes all the more vintenable not to extend the 
links of the large mass of growers to the few big and dominant 
disposers of the primary products. The linkages of the primary 
production activities through money and commodity capitcd and 
through labour and wage-goods markets extend to the non-3;uralf 
non-agricultural activities through many strong and systematic 
channels. The village power centres and resource holders 
are also linked to the urban, non-primary activities in many 
different ways. At tines, they are mainly a certain kirnid of 
conducts for carrying out the bidding of the internationaly- 
linked principals. Not to relate the primary sector production, 
pricing! marketing, processing and reproduction activities 
to the activitie s , intere s t s , roodxis operandi and linkages of 
the most modernised, most concentrated and centralised apex 
of any particixLar branch of production, like, for instances, 
lac, is to foreclose from our purview most of the interesting 
possibilities of understanding the mechanics of the repetitive 
processes of increasing immeserisation of the poor and small 
growers of products like lac. 
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As stated, this procedure does not uncterstate the role 
of the local power struqtiare and socio-econoxnic relations. It 
only attempts to look at the , totality of relationships which 
govern the fortunes of such internationally traded products 
lite lac which encoxapass in the framework of its activities 
the most diverse sets of economic agents. Ihe coverage of 
such interrelated operators extends from poor, unorganised, 
scattered growers and middle level traders , informal sector 
paikars, small scale cottage industry entrepreneurs, a whole 
body of transporters and warehousing operators, many Government 
extension and regulatory functionaries to the most mocfern 
merchants, processors and e^^ortsrs. Ihe patterns; of their 
hori zonal and vertical linkages and integration add yet another 
conplicating dimension to the c carpi ex physical and technical 
aspects of the production of these ccanmodities . 

in our -atterrpts to understand the economics of and 
piiblic policies ( i.e . , the political economy) regarding lac at 
its different stages of production, we decided to set out to 
explore, to the extent possible, the entire spectrum of socio- 
economic relations among all the interests involved rather 
than draw our frontier at the local, inroediate interaction 
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It is this basic methodological decision which enables 
us to londerstand the relationships of dependence and domination 
existing between the long-chain of interests ranging from 
primary producers of sticklac to e^^orters of shallac. 

This kind of a decision was very important as a point of 
departure for our study because in a long series of studies 
on lac witnessed since 1921/ {which we discuss in the chapter 
on Lac Economy s A Historical Perspective ) one finds quite a 
deal of repetitiveness and* at least on the criterion of 
actual follow-up, a certain degree of sterility. One inportant 
reason for it which appealed to us prima facie was that, 
while at one and, the interests of the growers and -domestic 
inccme and employment effects have hardly received the 
attention they deserve, at the other end, one finds a logically 
inter-connected want of adequate concern for the structure, 
motivation and modus operand! of the terminal eaport-oriented 
end pf . lac 'based activities. 

We wanted to bring in these aspects without giving 
up an attempt to mdsrstand the relationships obtaining at 
the primary production and first phase marketing level i.e. 
at the village and the haat levels. Thus, our attempts was 
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to understand, in an integrated manner, the forces operating 
at the primary production and marketing level along with those 
operating at the terminal export level through the processes 
of intermediation and explicitly taking into account the 
structural and organisational aspects. Since fairly corrparable 
time series data aijout the major activities concerning lac were 
fortunately available, we were able to relate the performance 
of lac-oriented activities to its structure and organisation. 

Our analysis of price spreads and pricing shows clear 
pa:ttems of dependence of income" and enployment from lac for 
the huge body of growers on' t^ dominance in processing and 
exports exercised by a handful of modernised processors and 
exporters. !Eheir dominance, based on their resource-holding, 
organisational form, technology, meurket power through brand 
names and close buyer-seller relationships and organised use 
of and response to state policies of intervention, manifests 
itself in the availability of a number of options to them 
wtiic±i determine the outcome from lac— based activities not only 
for millions of small and dispersed growers but also for 
intermediary traders and cottage sector processors. 

The domination of the handful of manufacturers- 
exporters on the time profile of d^and, supply, prices etc. 
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of lac ^ an important minor forest produce (MFP) providing 
ixiportant subsidiary occupation to th,e small fantiers and the 
landless, resrilts into adverse impact on the incorae, eitployment, 
savings and capital formation of the lac growers. The 
depsndence of the fortunes derivable from a subsidiary occupation 
scuttles the opportunities for developing beneficial linkages 
between the main and the subsidiary occupations. The dependence 
and inadequate returns in lac growing thus re inf orcd the 
general backwardness of the lac growers. It is in this 
perspective that we look at freeing of and realising the 
potential of lac-based activities from the point of view of 
millions of its petty growers. 

In chapter one, we look at the broad economic contours 
of the lac region comprising of the three districts of south 
Bihar. In the next chapter , we survey the historical trends 
in the lac economy along with a review of the past attempts at 
understanding it and of governmental regulation of it. Chapter 
three deals with various problem of its production in the li^t 
of an ancilysis of production trends and patterns. Having 
dealt with its supply side, in chapter four we turn to an 
analysis of the trends and problems of lac exports - a major 
elenBnt on the demand side. 
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In the fifth chapter, we present a socio-economic 
profile of lae growers as it emerges from our field survey 
and visits, in the sixth chapter we go into various 
questions of lac prices, price -spreads, marketing, a thorough 
review of recent public interventions in the form of MEP, 
partial canalisation, support price and buffer stock operations 
and their impact on prices and marketing. In this exercise 
we make Use of, apart from the results of our. su3rvey and 
field discussions, data about lac prices and prepare all-India 
average price indices of sticklac. In the last two chapters, 
sturenary, conclusions and recommendations are presented. 


ie k ic k 


CHAPTSK -• II 


THE LAC 'REGXOM s BROAD ECONOfCEC CONTOURS* 

Lac .Jaeing a natural produce, its production depends 
upon certain bia-geographical factors which are best obtained 
in the Chhotanagpur plateau region and its surrovinding regions 
in India. Within this region also the districts of Palamau, 
Ranchi and Singhbhuiu taken together produced over half of the' 
total Indian, production of lac. Though lac is not the only- 
important minor forest produce (MFP) in this region, its 
irrportance , lies in the fact that it provides subsidiary all- 
the-year~round employment (in production, collection, 
marketing and processing) to about half a million households 

*This brief outline of the economy of the three 
districts is based on data obtained frcras-- 

(i) The .ens us reports? 

(ii) Reports of the Lead Banks for these' "district st 

(iii) ■figriculfcural census of Bihar, 1§71* 

(iv) Ghosh P.P., Input-Output structure of Bihar ^ 
Patna,'" 1975 ? ■ 

(v) Ramadhandran P.G. , Perspective for Forestry in 
Bihar, Optima, New Delhi 1977 (Mimeo): 

(vi) H.C.A.E.R., Techno-Economic Survey of Bihar, 1959? 

{ vii ) K, N . ■ ..Prasad , , The Economics of a Backward Region , in 
a Backward Economy s (n case study of Bihar in 
relation to otlier states in India), Scientific 
Book Agency, Calcutta, 1967-68. 
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of this ragion. ■ 

Since lac production, rriarketing and processing, show a 
fairly high degree of c'wncentraticn in the Chotanagpur region, it 
is iirportarit to see why and how it has cono about and in what ways 
do lac. based activities affect and interact with the economy of the 
region. Also for .understanding the nature and problems of lac 
economy, one would need to have look at the regional economic 
structure and the state policies pursued in relation to lac. It 
is in this context that we are looking at a broad profile of the 
three most important lac growing districts of Chotanagpur, which we 
may term as the lac region, and then in the next chapter move on 
to analyse past policies concerning lac. Such a quick look at the 
immediate regional dimension is likely to provide a framework for 
appreciating the problems of lac. . , ■ 

IHE REGION S 

South Chotanagpur is an administrative division within the 
Chotanagpur region comprising the three districts of Palamau, Ranchi 
■ and Singhbhxm. It = is a part of Plateau region with an average 
altitude varying between 305 to 610 meters above sea level, alter- 
nating with rivers, valleys and basins separating the hills. . This 
plateau region is the north-easterly projection of the plateau of ■ 
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This region gets more rainfall than the Northern Plains 
regions of Bihar (an average of 1350 mm per annum) arrl is 
cooler in climate than the rest of the regions in the same 
latitudinal posi tion- Monsoon starts in the middle of J\ane 
and continues upto early October. Hathia rains are very crucial 
Kharif crop as it comes at an important stage of paddy 
crops. It also helps in maintaining soil moisture for the 
sowing- of Rabi crops. Rainfall is a critical factor for 
agricultural production in view of non-availability of adequate 
irrigation facilities. 

Mean daily maximm tenperature in the plateau asegion 
varies between 23.1‘'C in winters to 39.1° C in suxraner, whereas 
the mean daily minimum tenperature ranges between 10°C to 26.1°C 
Humidity is high ranging from a minimum of 48 p.c. to a maximum. ; 
of 82 p.c. These climatic conditions have resulted in the _ 
cultivation of lac at a comitercial scale in this region because 
under these conditions the lac insect can have a longer life 
and the thicjkness of the layer of sticklac increases 
accordingly. ... 

DEMOGRAPHIC FEATURES S ' ■ ' ■ 

The total population of the three districts in 1971 
was 6.5 millions I density of population varying from 118 per 
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sq« tel. in Palamau to 181 in SinQiibhum against 324 for Bihar 
as a whole. Rural population as percent of total population is 
hipest in Palamau (95.3%) follov/ed by Ranchi (86.3%) and 
Singhbhum (67.8%). Thus only Singhbhum shows a relatively 
high degree of urbanisation. 

The follovd-ng table show the trends in population 
growth rate in the three districts since 1921, It shows a 
decline in population growth rate upto 1951 in all the three 
districts. Hie ’ rate of growth in this region is, however, 
higher than the rate for the State ns a whole. 


RiVTES OF POPDLiiTION GROWTH- SINCE 1921 


— 

SI. 

No. 

J Name of * 

1 District ’ . 

1921-31 

1931-41 

Year 

1941-51 

1951-61 

1961-71 

1. 

'Palamau 

11.64 

11.48 

8.80 

20.49 

26.65 

■■ 2.:: 

Ranchi 

17.44 

6.91 

11.09 

15.86 

22.11 

3. 

Singhbhum 

22.19 

19 .25 ■ 

8.64 

;20.54 - 

» 

CO 


: :: Bihar ,' State-; 

11.45 

12.20 

10.27 

19.28 

. 21.33-', 


According 

to 1971 

census data -the percentage 

of tribal 


population in Bihar ^^t ate is 3.75. In Ranchi, Singlibhum and 
Palamau their proportion is 58, 46 and 19 per cent, respectively. 
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In all about 49.3 laMis tribals are reported to be in Bibar 
of which 63 per cent i.e. about 30 laldis are concentrated in 
this region. The major tribes living in this region are the 
Oraons and Mundas. Ihese tribes have tahen to settled 
cultivation and a section of them have also been taking up 
employment in mineral and industrial undertakings and numerous 
other activities. However, they are still dependent on 
collection of forest produce for a fairly significant part of 
their income. Lac contributes fairly to the economy of 

the tribal household. The percentage of non-workers among 
trib-'I households are 66.18 in Palamau, 67.57 in Ranchi and 
63.73 in singhbhum. h socio-economic profile of the lac grower 
based on the results of our sample survey is presented xn a 
separate chapter. The average total family size of Bihar is 
5.7 and that of Palamau, Ranchi and Singhbhum districts are 
5.5! 5.3! and 5.0 respectively. The average rural family size 
remains the same for Bihar as a whole and of Palamau and 
Singhbhum districts, but is slightly rr^re in case of Ranchi 
(5.4). The sex ratio in Bihar is 954, and in the districts 
of Palamau, Ranchi and Singhbhum it is 963! 973! and 942 
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RSGIONMi Bj^CBS-^ARDlNiESS 

AGRICULTURE 2 

The region is extremely baclward and poverty-stricken, 

even in the Indian and Bihar' contexts. Area under cultivation 

£>er cent 

as a proportion of the total reported area is 50,5 Ranchi 

18.9% for Singhbhum and 13.2% for Palairiau - figures much lower 
than that of the state. Agricultural productivity is, 
according to one state*, tetween Rs, 750 to Rs. 1000 of output 
per hectare in value terms. Productivity per worker varies 
below Rs. 500 per annum and during 1960s productivity per 
worker is estimated to have declined by as much as Rs. 140 per 
worker, 'The gross annual agriculjtural income per head of 
agricultural population is, therefore , extremely low. 

Agriculture in this region has remained backward due 
to natural, technological as well as institiiiLonal factors. 
Whereas the acidic soil certainly acts as a constraint on 
increasing productivity by indigenous methods, inadequacy of 






irrigation facilities, lack of adequate extension facilities, 
and concentration of land ownership etc. hold back the 
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realisation of the potential that exists in its agriculture. 

The main agricultural produce in the area is rice. The share 
of rice in the total agricultural income in Palamau was 49%, in 
Ranchi 92% and 96% in Singhbhum (1971). The yield per hectare 
in the three districts in 1970 was 677 kgs, 762 kgs. and 863 kgs. 
respectively**, 

hs the population engaged in collection of minor forest 
believed to be 

produce i sj/es sen ti ally tribal and dependent mostly on 
agriculture for major part of its income, the low level of 
agriGultural income maltes it furthermore dependant upon the 
forest produce. 

FORESTS 2 ^ 

Forests in Bihar cover about 17 per cant of tot^ land 
area against the all India average of 23 per cent. The bulk of 
these forests lie in the Chotanagpxir region. In Ranchi district 
forests cover .18.2 per cent of total reported area whereas in 
Singhbhum and Palamau the proportions go upto 33 per cent and 
44 per cent respectively. However, the share of forests in 
total land, area has been dwindling, yet the per head, forest 


**&. .Mohammad, Dynamics of Agricultural Development,. 
New Delhi, 1978. ' 
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area in these tiiree districts, is about four times that of the 
average per head forest area in the state. 

Timber and fuel are the major forest produce in these 
areas, iit present the growing stock of tiinber is estimated at 
about Rs. 600 croras at cxirrent prices. Smong the minor forest 
produce^ which includes everything other than tiinberi the 
production of lac in value terms is the most important lyfFP. 

In 1978-79 when the production of sticlclac in Bihar touched 
its historically lowest levels the value of sticklac production 
was estimated as about Rs. 2 crores. Distributed over about 
5 laldis worters it would amount to about an average of Rs. 40 
per worker for the year. The three districts together produce 
about 60 per cent of all India lac /production which in last ten 
years has contributed anything between Rs, 2 crores to Rs, 10 
crores per annum. Production of sticklac, however , has wribnessed 
a spectacular decline xanlike other forest produces. 

Outlays for forest development in Bihar have been 
rather meagre and it has remained a net revenue earner for the 
state. During 1977-78 the gross revenue of the forest 
departfent was about Rs, 17 crores of which about Rs, 10 crores 
was a direct contribution to the state exchaguer i-'/. -"Of this 
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about 35 per cent of revenue is derived from MPPs. The total 
Fifth Five Year Plan allocation for the siob-plan region was 
estimated at Rs. 350 laKhs only. 

INDUSTRY 2 

Industry occupies the second position in terms of 
employirent in the region, little more than 9 per cent of 
the workforce is engaged in industrial activities, in both 
household and non-household sectors. Inter-district variation 
in industrial employment is quite pronounced. Whereas 6.6 
per cent of workforce is enployed in other than household 
‘industries in the region as a whole, among districts it varies 
from 1.2 per cent in Palamau to 11.85 per cent in Singhbhum. 
Ranchi has only as little as 4.13 per cent employment in non- 
household sector. These employment figures, hov/ever, include 
: d good number ‘ of migrant workers. 

On the other hand, Ranchi accounts for 45 per cent of 
the regional workforce in household industries whereas Palamau 
enploys only about orie-sixth of the total workforce of this 
region in this sector. The total employment in manufactxjring 
and processing activities, however, is only 3 per cent of the 
• total workforce in Palamau, 7 per cent in Ranchi, and 13.3 per 
cent in Sin^bh'um. : - 


TRaDE & COMMERCE 


Trade and commerce along with transport employ about 
5 per cent of the total workforce - concentration being in 
SinghbhuTO district (50.75) followed by Ranchi (35%) and 
Palamau ( 14. 25%) , 

Collection of local produce is carried out through 
haats 1 mandis , melas etc.; which are held over more than 500 
Centres within the region. State regulation of markets is 
confined to looking after law and order and the collection 
of auction prices. Only Ranchi town has a regulated market. 

A sizeable number of markets are controlled by local bodies 
■ as well, ■ 

The region exjports agricultural coiiiaodities, forest 
produce, mineral s^ iron and steel, engineering goods, some 
manufactured articles ard transport equipments. Its iiifjorts 
consist of foodgrains, vegetables oil, sugar, manufactured 
and processed Gonsurtier goods , and industrial raw materials 
such as coal and steel alloys etc. ... 

INFRASTRUCTURE S : . 

Surfaced road mileage per lakh of popxilation in 
Palamau, Ranchi and Singhbhiim 'are 41.01, 36.72 and 22.31 miles 
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respectively, as against 20.61 miles for Bihar. However , road 
mileage per 1000 sq. 3aa. of area is below the average of 6.68 
miles for Bihar ranging between 4,04 for Singhbhum to 5.23 miles 
in Ranchi. This indicates the large area this region commands, 
its low population density and poorer road coverage in relation 
to area, 

hs on 31st March, 1971, only 1.70 per cent of villages 

in Singhbhum, 3.08 in Ranchi and 8,60 in Palaroau were reported to 
' as , 

have electricity /against an average of 9.96 per cent of 
village in Bihar. 

CONCLUSIONS 2 

From the above it is clear that- the region is extremely 

backward with a large proportion of the population depending 

upon a backward agriculture and, for subsidiary enployment, on 

forest produce . The organised sector in industries though well 

developed in Ranchi and Singhbhxam and using modern techniques 

is not integrated with the economy of the region and provides 

employment to only a small percent of the local workforce. 

The industrial sector uses local fuels and mineral resources 

but their location in the region does not seem tp have affected 
the local people 

the economy of / in any significant way. hs a resulti the 
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biiLk of the population remains unexrployed and lander-employed 

vd.th low inccmes and dependant backward agriculture and 

forestry. To ameliorate the economic condition of the u 

people in this region, development of agriculture .and, foresting 

need to get the topmost priority, illso is required, the 

development of industries which utilise the local forest produce 

and thereby increase employraent as well as the demand for the 

forest produce, in the case of lac, for example , it will be 

beneficial for the lac growers if industries using lac as a 

raw material (e.g. chemicals, electronics, etc.) are encouraged 

to develop. Such a development strategy, instead of creating 
: Sophisticated ' ' ' " 

pockets of highly industries, will be integrated 

with the principal resources and sectors of the regions 

economy and hence will be more effective in raising the 

standard of living of the population of the region. 
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From the above it is clear that the region is extremely 

backward with a large proportion of the population depending 

upon a backward agriculture and, , for subsidiary enployment , on 

forest produce. The organised sector in industries though well 

developed in Ranchi and Singhbhum and using modern techniques 

is not integrated with the economy of the region and provides 

employment to only a- small percent of the local workforce . 

The industrial sector uses-local fuels and mineral resources 

but their location in the region does not seem to have affected 
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the economy of / in any significant 'way. .As a result the 
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bulk of the population remains unemployed and under-employed 

with low incomes and dependant on backward agriculture and 

forestry. To ameliorate the economic condition of the o 

people in this region, development of agriculture and foresting 

need to get the topmost priority. rd.so is required the 

development of industries which utilise the local forest produce 

and thereby increase employiaent as well as the demand for the 

forest produce. In the case of lac, for example , it will be 

beneficial for the lac growers if industries using lac as a 

raw material (e.g. chemicals, electronics, etc.) are encotaraged 

to develop. Such a development strategy, instead of , creating 

sophisticated 

pockets of hi^ly ^ industries,.;; will be integrated 

with the principal resources and sectors of the region*s^^^ ^ ^ 
econon^ and hence will be more effective in raising 
standard of living of the population of the region,^^^^^^^^^ 



CHAPTER - III 


THE LA*i ECQNOMy : A HISTORICAL PERSPECTIVE 

Lac in its finished form finds use in a- number of 
industries as ein intermediate product. Its consumption ^ 
therefore, depends, to a large extent, on the level and type 
of industrial development. This fact is corroborated by its 
use in large quantities in industrially advanced coxxntries like 
USA, UK, W. Germany, USSR etc. who account for about 55 to 60 
percent of its world consumption. Its use pattern has also 
undergone changes alongwith the pattern of industrial develop- 
ment as is reflected in the fact that its consultation changed 
from being used for dyes to gramophone industry and is lately 
being used in sophisticated pharamaceutical , electronic and 
defence industries. 

Lac - a versatile industrial intermediate good - is a 

unique natural resin.. It has another special dimension in 

much as while, at one end, its collection and cultivation 

■-tribal, 

involves a large ntmiber of tribal and nc>n,/poor growers spread 
over many forest parts of the coimtry, its final disposition 
involves sophisticated, modem industries in many industrialised 
countries of the world through a handfxil of manufactxirers — 
e3g>orters at the other end. In between these two ends - the 
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primary haat-s and the terminal users — there is a large ^my 
of traders r agents f proGessor-Si transporters and v/arehousir^ 
units, ■ ■Perhaps- owing to such technical and organisational . 
uniqueness V' lac production and marketing has passed through a 
series of vicissitudes in its fortunes in which the lowest end 
of the spectrum^ the growers (as we shall show later on) have 
been the worst sufferers. -■'Ihis factor has lent., therefore, 
another unique feature to laCv--' Gf large nuriiber of minor forest 
products similar to lac, no other product has invited so much 
of --public- -intervention and in the process- .has been siobjected 
to so xdany studies and enquiries . - hny understanding of the 
problems and prospects' of lac production and marketing and tlie 
natiire and role of public intervention in it , will do well to 
take an account, by way of historical background, of these 
studies and -'interventions. This will not only place the 
present study in a proper historical perspective, but may also 
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be-;::-essential; : f or ■ the - much needed continuity in Such exercis-es . 

• • ' One of the earliest known public interventions in 

the - process of lac production and marketing was' the constitution 
of h committee headad by Jyfessers Lindsay , and Harlow in 1921 




to investigate the possibilities of increasing the production 


of shellac in order that constraints posed by supply position 
and fluctuations in its prices could be minimised. In the 
background of this study were the large fluctuations in the 
Indian supply position and prices of lac. Production varied 
between the rainimuiTi of about 6000 tons in 1901-2 to about 
28000 tons in 1909-10 and prices varied between Rs.O.Sl per kg. 
to Rs.3.80 per kg. during the first two decades of the 
twentieth century. The objective of the Conird.ttee^ therefore, 
was to bring about stability in its production. It was also 
its purpose to suggest measures for increasing the supply of 
lac products to meet the needs of British and other foreign 
buyers at reasonably low and non-fluctuating prices. The 
Committee suggested that scientific research should be carried 
out to improve production techniques of stick lac and also 
suggested Government intervention in production of sticklac in 
the form of production and distribution of broodlac through 
cooperatives. It also suggested monitoring of crop prospects. 
As a follow up, the Indian Lac Research Institute was 
established at Ranchi in 1925 for conducting researches on 
iiiproved practices of cultivation. On the other hand, the 
recommendations about organising cooperative credit societies 

•i' • - , ■ • ■ ' ■ ' 

for distribution of broodlac, etc., were not acted upon* 
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In 1920s the production < export nnd prices of lac showed 
some improveraent in their overall level. Ejsports of lac from 
India ranged between about 22,000 tons in 1924-25 to about 

38.000 tons during 1928-29 whereas the average realised prices 
ranged between about as. 2.00 per kg. to Rs.4,00 per kg. of lac. 

A declining trend in the eigjorts of lac set in, beginning with 
1929-30 and continued until 1933. Prices during this period 
declined from Rs.205 per kg- in 1930 to Rs.0.58 per kg, in 1932- 
33, These developments accompanied the Great Depression of 
1929-33. However, the worst was to come during 1935-41 after 
the collapse of London Syndicate when prices crashed to as lovr 
a level of Rs,0.39 per kg. in 1938-39, and than, marginally 
going up to Rs,0.75 per kg. in 1940-41, While exports remained 
at a hi^ level ranging between 30,000 tons in 1940-41 to , 

42 .000 tons in 1936-37 , the value of exports during this period 

remained about one fourth of 19203 level. The lowest price of 

IK Shellac , which was then considered to be a representative 

grade, had come down to ft. 0,33 per kg. which allowed only about 

Rs.0,07 to Rs, 0,10 per kg. for sticklac to the growers. 

During hate 1930s political situation in India also 
Indian National 

changed? theil Congress led Government had come to power in the 
provinces. The Congress Government in Bihar called an 
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infoimal conference of various interests in lac as a response 
to the hue and cry raised by the trade circles. This conference 
recommended certain reniedial measures for stabilising the trade, 
which included (a) licensing of all the dealers and manufacturers 
and formation of their association under Government supervision? 
(b) establishment of a joint— control Board by the Govensnents 
of lac producing provinces to deal with the problems of lac 
industry? (c) establishment of factories using shellac and 
seedlac as raw material by the Govescnment of India to itensify 
research work in the industrial uses of lac? and, (d) tafe 
appropriate action to ensiare quality control. Thus, /whereas 
the Lindsay - Harlow Committee had concentrated its attention 
on raising the production level of lac, the Conference of 1938 
emphasised mainly on commercial and regulatory aspects as the 
production and esport level of lac from 3undia had remained at 
a very high level during the preceding period. However* these 
policies also could not be inplemented owing to the collapse of 
the Congress Government and also due to beginning of the 
Second World War, 

During the War though the exports declined from about 
39,000 tons during 1939-40 to 12,000 tons during 1943-44, the 
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prices showed some iinproveraent from Rs.0.49 per kg of lac to 
about Rs. 2 per leg. During this period^ the supplies/ purchases 
and exports of shellac were brought ;inder the control of the 
Government/ which continued until 1946. Immediately after the 
controls were lifted, the prices showed an upward trentj, showing 
pressures, which continued upto 1949 whereas the ei^orts 
fluctuated around 25,000 tons during the post War period ri^it 
tip to 1949. > - 

During the war period a detailed stirvey of the culti-- 
varion, manufacture and exports of lac was carried out by the 
Agri cultural Marketing Adviser to the Government of India, which 
was piablished in 1942. Ihe main recommendations Of this report 
related to production and sale of sticklac and manufacture and 
marketing of seedlac and shellac. While recomsnsnding policies 
for improving cultivation , the Report enphasised mostly on 
technical aspects of its production without taking note of 
the grower 's socio-economic conditions. Hie Report also 
emphasised the need for market regulation and suggested 
standardisation of marketing practices, manufacturing meldiods 
etc. However, the War did not allow implementation of ■ -- ’ 

these recoKinendations. " 
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After the War^ the control over lac trade was lifted 
and prices showed- a steep rise and wide fluctuations. The 
prices ruled around Rs.2.00 per kg before the control was lifted 
Immediately after the war it shot up to Rs.3.25 per kg. Though 
unit value realisation figures show a very consistent picture 
during 1946-52, the price fluctuations within a year were very 
wide so as to necessitate calling of another Conference in 1949 
by the development minister of Bihar which finally reconanended 
"control over all matters relating to lac cultivation and 
trade, appointment of a lac marketing Board and licensing of 
c^iLtivator s , dealers and manufacturers etc". At the same time 
esqxjrt of j^ellac on a monopolistic basis was suggested* 

Ihese schemes v/ere not accepted as they tended to adversely 
affect certain interests and also due to the fact that the 
outbreak of the Korean war changed situation. The prices 
of lac began to rise again and continued to do so until 1952 
v^en the lac trade again faced a severe slxmip. ^ 

Meanwhile two other committees viz. Eaport Promotion 
Committees and the Committee on State Trading were appointed 
by the Government of India during 1949-50. The objective of 
the Conmittees were to suggest measures to step up es^rts. 
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and investigate the possibilities of foreign trade in lac being 
brought under state sector respectively. Both these Corumit tees 
Gorontented on the lac trade. The Sssport Promotion Committee 
suggested banning of futures trade in shellac while the other 
Committee thought it wise to tafes up state trading in shellac 
only after the state trading body had gained sufficient 
essperience in other ccanmodities . 

Ihe slump of 1952 affected the industry very severely 
leading to a large scale retrenchment of worlsers from seedlac/ 
shellac manuf act taring lonits. The earnings from exports which 
had remained over Rs.8 crores since 1946, and had attained a 
new peak at about Rs. 14, 85 crores during 1951-52, suddenly 
came, down to Rs,7.4 crores in the following year, Bihar was 
the worst affected state. Demand from various interests in 
lac led to the formation of Bihar Shellac Enquiry Committee 
(B.N.. Jha Committee) with a view to look into the problems of 
workers in shellac industry and also to investigate the 
causes of simp of 1952 and suggest ameliorative measoores to 
prevent its recurrence. Though the Committee was constituted 
to look into the problems of workers in the shellac industry - 
its recomitiendations concerned the health of the wholesale trade 
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and industry. It drev; the attention of the State to the 
speculative practices in the trade and suggested banning of 
futures martet. Besides, in recoiriKifending regulation of lac 
marketing, it showed a good deal of faith in the market 
mechanism and pleaded for dioal pricing at the terminal market — 
one for shippers and the other for escorts or for shipments. . 
This was based on the understanding that the ‘*prices of 
manufacturing and cultivation stages are bound to adjust to 
the regulated selling price". 

It further recommended formation of manufacturing 
association end Lac Board to replace Indian Lac Cess Gcramittee 
with greater powers and enlarged functions. The recommendations 
of this Committees were discussed in a conference held in 1954 
which suggested forraation of Shellac Export Promotion Coxmcil 
and reorganisation of ILCC on the lines of the Tea Board. Yet 
another conference was summoned by the Central Ministry of 
digriculture in June 1955 to take steps to increase production 
of lac under the five year plans. This Conference suggested 
that marketing of lac be organised by the Agricultural Jyferketing 
Adviser to the Government of India vtiich was contrary to the 
reoeramendation of having one Lac Board to look into all aspects 
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of lac production. The most important step taken by the 
Government on the recomrrendation of the Bihar shellac Enquiry 
Coimrdttee was the banning of * fatfe. * , the futiares trade in lac. 

However ^ the period 1951-56 was that of relative 

prosperity for the lac industry and the realisation from e3q>orts 

averaged around Rs.lO crores per annxm. After 1956-57 export 

earnings from lac again started declining and for the years 

1958-68 ^ it averaged around Rs. 5 crores. It affected the 

industry in many ways. During this period exports showed a 

declining trend from about 27^000 tons in 1957-58 to 15,000 

tons in 1967-68, This declining trend in lac exports and 

realisation from esgjorts set in simiiltaneously with the 

Government of India declaring a lilnimian Export Price (MEP) in 

1958 for lac exports in order to check wild fluctuations in 

price that set in due to the unpredictable nature of the crop 

leading to speculation. Other objectives of the MEP weass s 
j/{ii)to pass on the benefits of high and stable prices 

(i) to hold the declining trend in prices£.to the growers 
which would stim;ilate idaem to increase production without a ; 
fear of worsening earnings. An important consideration in 
introducing the was to have all the benefits accrxiing 
from it ^trickle down * to the cultivators in the f om of better 
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prices and a more consistent demand for sticlclac. If success- 
ful, by ensuring remunerative prices to the growers, it was 
ejspected to lead to increased utilisation abroad in the long 
run. However, though the objective of bringing down 
fluctuations in prices was achieved to a certain extent as 
is shown by relatively consistent prices that ruled during 
1958—68 as compared to comparable period in the past - the 
objective of , passing on the benefits to growers of lac remained 
far frcm being achieved. • ^ 

Kirloslcar Consultants study eiaierged as a part of a 
series of action , oriented surveys by the UShlD E^poirt Promotion 
Division under a programme entered in with the Ministry of 
Foreign Trade. The study was started in 1969 and the Report 
was submitted in 1970. The siarvey recommended that in order 
to improve the export potential of lac, the MEP must be made 
flexible to respond to market influence, an ej^^ded* programme 
of R & D be developed to allow shellac to conplemant rather 
than merely compete with the use of synthetics in iitpottant 
commercial uses, creation of warehousing facilities in India 
and modernization of the production process. 
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During 1968-69 to 1970-71 the realised value of exports 
averaged around Rs. 5 crores thou^ the quantity showed a decline 
- .showing an increasing trend in prices which further picked up 
during the following year and continued to rise in the wake of 
the . international oil price hike until it reached its peak in 
1974-75 which was about ten times, the 1970 price level. The 
total annual proceeds from exports during the period 1970-71 
to 1974^75 increased from about Rs.5 crores to Rs*24,3 crores. 
However i the decline in the quantity of exports adversely 
affected the cottage and small seedlac and shellac processing 
hnitSf who lost business in ccmpetition to the larger manuv 
facturers. Many had to close down and. during 1973-74 only 
abgut 100 small manufacturing units could remain in business. 
Similarly, the growers could not reap the due benefits of 
high earnings from exports tecause they did not get adequate 
share in the increased international price of shellac. The 

number of units which suffered due to price hike leading to 

; reported- to. be - 

ctartailment ;Of the quantum of exports wa^very large. Ihis 

fact, along with the neglect of the growers* interest led to 

formation of a Siib-Committee with the objective of suggesting 

“measures that would satisfy C emphasis £. ) the growers, the 
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upcountry cottage xinitSf the essporters and all those associated 
with this conmodity "*. 

It was also- called upon to suggest steps needed in order 
to rationalise and stabilise the price structure and recommend 
a non-fluctuating price for the lac growers » The Committee 
recommended two main neasures to be adopted in order to achieve 
the objective I viz. (a) the Price Support and Buffer Stock^^^ 
operation and (b) a uniform Act by all the lac growing States 
fixing a statutory price for the growers of lac. It also 
suggested enlargement of the internal consumption base of lac 
by identifying the most promising areas for large scale use 
of lac. , 

The buffer stock and si:pport price policy was initiated 
by the Government of India in 19? 6 in order to give the growers 
a declared support price. At the same, time, canalisation of 
escorts by STC was started to mop up extra profits in esqports. 


* This was accepted by the Sxxb-<!oinmittee as well • As it 
observed - "The Committee is happy that the government has 
gone into the current situation where supply abegged demand 
and the gap between the local price and the floor pric^ 
went alarmingly high and social tensions were mounting up". 
(Report of the Sub-Committee on Lac) 
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Though the scheme will be discussed in detail elsewhere (in 
the Chapter on lac marlketing) ^ presently we shall mahe a 
reference to some important issues that cropped up during its 
irplementation. As mentioned earlier ^ the rige in price of 
shellac/seedlac during 1973-75 had mainly benefited big 
manufacturers and es^orters ‘ and a large ' nusuber of small and 
cottage units alongwith growers of lac were either adversely 
affected or could not receive an appropriate share of the 
profits « ; : policy could not -succeed in ■ achieving its: ' 

objectives* as is clearly brought out in a note towards the 
evaluation of the policy prepared by the Commerce Ministiry* 

This note advanced a number of reasons for the inability of 
this policy to succeed. Important among these were partial 
canalisation and buffer stocking^ lack -.of coordination among 
various agencies engaged in the task^ difficulty in identifying 
the real growers , lack of infra-structure for procurement of 
lac, the technical conditions of the commodity, a strong buyer 
sheller relatiohship and brand names giving a peculiar featiore 
to the trade, a lower level of world demand etc. 

The above review of the policies pursued since the 

beginning of the twentieth century brings out one point very 

* See the Chapter on Lac Prices, 'Mar ka ting and Impact of 




35 


clearly that though the policies have changed in their emphasis 
from tire to time - according to the then obtaining situation 
or the type of crisis that gripped the trade - from increasing 
production^, elimination of fluctuations in prices, to 
standardisation of grades, quality control etc. During the 
British Raj the major thrust of these policies seemed to have 
been to ensure a cheap and stable supply, After Independence! 
it yielded place to protecting and promoting of foreign 
exchange earnings, Ihe growers* perspective, except occasional 
verbal sympathy , has been largely missing. Even if a casual 
mention of the grower and his problems is made , it is in the 
context of his acceptance of the improved practices of ^ 
production or his being made . an instrument of increased lac 
production* . ' 


* How the objective of export earnings squares with the 
interests of the manufacturers-exporters cones out clearly 
in the pleas made by the representatives of this group of 
interests in their meeting with a Study Team on Lac of 
Commerce Ministry in June 1978. It was pointed out by tha^a 
that “the well-being of the growers is directly linked with 
prosperity of export trade” and fervent plea was made 
that "please don't underemphasise tlie export aspect." It 
was also admitted that "little cpiicerted effort has been 
made in the direction of developii^ internal market for lac". 
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■The absence of growers ‘ , viewpoint from the lac policies 
is well illustrated by the fact that no data on the prices ^ v 

received by growers are available and it was only during the 
latter half of 1978 that the Directorate of Lac Development 
started reporting grov/ers*. prices as well . In tracing the 
d.evelopment of policies concerning lac. historically , one 

observes that arising out of some immediate crisis faced by 

the industry/trade , these policies have remained partial and 
ad hoc in nature and ha^ ignored the 3 ocio~economic and • 
institutional aspects of the lac prodiaction and marfetirig * 

process. It showed little appreciation of tlie relationships 
between man^ environment and technology which form the totaility 
of social production, iiiso that most of the policies that 
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clainied to be 

As lac has been^essentially an export commodity since 
the beginning of 19th century, most policies gave primacy to 
export prcxtiotion which has acted largely as a means of benefiting 
the ejpoirters and manxafacturers. In other words, the health of 
the industry and welfare of all those associated with lac trade 
have been equated with its export performance. So mudh 
so that scrae of the policies (Hike licensing of traders) that 
could have brought about some change in the structure of lac 
trade could not be talcen up. Further — there has been close- 
hnit long standing buyer-seller relationships (including 
various kinds of collaboration with foreign buyers) and brand 
name advantages for a few big exporters - manxaf acturers which 
offer th^ certain decisive advantages over other interests in 
lac trade, processing and exports. As we shall see, their V 
relative share in the unit value realised from exports in 
much higher that that .of any other interests. Ehe impact 
fluctuations either in value or in volume of exports hits 
them in the least as coitpared to other interests. Despite 
such high stakes in lac, these big manufactiorers have done 
precious little by way of opening up and expanding internal 
sources of demand which is something fairly natural to expect 
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a producer to do., in the face of uncertain and fluctuating 
outlets. Thus I, in ferief, adhocism, dominance of the long 
chain of the activities connected with lac by its narrow apex 
(maniJf acturer ~ esjporters) and excessive enphasis on overall 
export earnings without much clear and explicit concern for 
the internal linkages of expoirts have lad to very limited 
concern being shown for the interests of the growers. In fact^ 
the importance of lac for income and enployment generation 
for the poor growers (mostly tribals) and internal processes 
of socio-economic developient which could be based on lac is 
something Vi?hich is yet to be sufficiently realised. 


CHAPTER - IV 


LAC PRODUCTION S TRENDS AM) PROBLEMS 


Lac production has shown great deal of f luctuations 

over time. During 1931-32 the total production of lac in 

India was reported to be about 33 thousand tons and it has 

fluctuated since between 24 thousand tons ( '53-'54) to 65; 

thousand tons ( '46—47). However no distinct pattern other 

than that of a secxalar decline in its production is discernible. 

Lac production is generally believed to be affected by weather 

conditions. Weather conditions, lilse annual rainfall, 

distribution of rainfall over the year, occurance of hail, 

frost and incidence of pests affect lac production. Sufficiently 

exhaustive tiiae series data on this score are difficult to come 

by. However, scientific opinion considers lac production . 

susceptible to these influences. The declining production trend 

; (Table 4.2) 

is shown by the quinquennial averages for prodiaction as well^* 

For the last three years ending 1977-78, the average production 
amounts to alx>ut 21 thousand, tons. During these -few decades 
when national income and production of almost every product 
has gone up fairly substantially, in lac we have a product 
whose five yearly average production figures since 1956-57 show 
that it has consistently declined from over 45 thousand tons 


c 
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during 1956—61 to about 22 thousand tons during 1971-76 • "The 

next three years upto 1977-78-; show a further cut bach in 

production by another one thousand tons . { See Tables 4,1 and 

4. 2 T also graph no. 1) 

may be considered 

What alarming is that, this decline has been fairly 
consistent since late 1950s as is evident frcsti the five yearly 
averages even though the fluctuation has been of a very high 
magnituds — ranging between the -pe ah of about 52 1 000 tons in 
1960-61 to a little above 17 thousand tons in 1972-73. The 
lowest crop level is expected in 1978-79 and the figures for 
the first six months ^ow arrivals of 10,000 tonnes of stichlac 
only for a period which nonualiy accounts for about 75 percent 
of the yearly arrivals. During the period 1969—78,. the average 
level of lac production declined to .about 23,000 tons and the 
maximum and minimum level of .production were achie’^fed in two 
consecutive years - 1971-72 and 197 2'-73 when the total 
production was reported to be 27,212 and 17,038 tons 
respectively.- ■ 

The decline in production of lac in India has to be 
seen in light of the world offtalke of lac in various forms. 


The world offtake of lac has shown a consistent decline - from 
about an average of 40^000 tons (in sticklac equivalent terms 
at 61 per cent* recovery rate) during 1956-64, to about 24,000 
tons during 1964-69, about 17,600 tons during 1969-74 and 
about 12,000 tons in the last quinquennium. The highest and 
the lowest level during this span of 20 years have been 53,000 
tons in 1960-61 and 17 ,000 tons in 1972-73 respectively. This 
decline has been brought about mainly owing to the autonomous 
development of synthetic resins developed by big petro--cheiiiiGal 
companies with sophisticated technology and marketing strategies 
etc. rather than unstable s'ccjply and wide fluctuations in 
prices of shellac as is generally believed in the lac trade 
circles. However, availability of alternative resins, uncertain 


*We have accepted an average rate of 61 percent of recovery 
of shellac from sticklac as against the rates varying from 
42 to 50 percent which are generally used in Government and 
trade circles. It was found that expoxts in sticklac 
equivalent terms exceeded the given production figures in 
the corresponding yearrs consistently since 1931-3,2 to date 
even after imports fron Thailand are taken into account. 

(See Table 4,3), The rate of 61% recovery has been arrived 
at from the discussion note appended to the Report on Lac s 
Procedures & Prospects s Management Development Institute, 
New Delhi, 1978. Even according to scientific opinion, the 
conversion rate is suggested to be between 60 to 70 percent. 
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supply prospects ^ fluctuating price level and lack of after 
sale services do make an adverse iiipact on the demand for lac. 
Production and escports of lac both show a downward 
trend over a fairly long period of tirae. This declining trend, 
along with seasonal and yearly fluctuations in production is 
often, taken to lead to loss of demand. It is often suggested 
that "thp market was lost because of short sipply at frequent 
intervals"*. What is implied is that the declining size and 
unpredictable variability of si$>ply have acted as constraints 
on the buyer's inclination to go in for lac products on a 
long-term, stable basis. 

is true that fluctuating production acts as a 
damper on the susteuLned demand for any product. However, if 
production were to act as an inportant factor behind declining 
exports, one would expect to find a fairly close approximation 
between the level of production and level of exports. More so, 
if the dcme Stic demand for the product in question is taken to 
be not only small but fairly inelastic. 


*' Observations of the Secretariat of SBPC on Current 
situation of lac trade, 1977., (Typed) p. 4. 
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If supply constraint was crucial or relatively more 
powerful tnan the demand factor, it would be expected that 
the ;i»ears in which the supply constraint was not restraining, 
(i.e. during years showing rise in production), the level of 
ei^orts would pick up. Hov/ever, we find that while production 
of sticlclac increased sharply over the period 1955-56 to 
1967-68, the level of exports did not pick up proportionately 
as can be seen in the declining share of export equivalents 
of sticklac in total production frcra about 90 percent during 
1965-66 about 61 percent during 1967-68. On the other hand, 
while production declined in 1968—69, exports increased, 
bringing the latter to over 92 percent of production, h look 
at Table 4.4 will bring out more evidence of this kind. 

If we look at the comparable figures for production of 
sticklac and exports in terms of sticklac equivalent {see 
Table 4,4) , we notice that from 1965— 66 to 1970— 71, except for 
1967-68 when exports were 61,6 percent of production, in all 
the other years, the- proportion of exports is generally around 
85 percent or so of total production, except in two years 
when it -goes up to - 92 and 105 percent. This proportion 
starts declining from 1971-72 and oyer the last few years has 
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been around 50 percent and less. What on.":; can infer from these 
facts are the follovdng 

, {a) though it is possible to build-up inventories of lac 
products^ there are limits to its extent owing to the 
limited shelf life of various lac products. Hence over 
the seventies^ it does not seem reasonable to assviroe 
that domestic consumption of lac is either very low 
(around 10 to 15 percent of total production) or is 
fairly inelastic. If one just cxmulates the excess of 
production owr exports for a period of 2 to 3 years, 
one can see that the figure would be a really formidable 
one to put a question mark on the often drawn inferences 
about the domestic utilisation of lac. A more specific 

size 

and nature of dcaiiestic u^ of sticliLac and the f 6rm and 
manner of domestic supplies. This is especially 
importart if one has to encourage ( and we think 
correctly) the domestic market for the lac products. 

(b) Since over ^e last couple of years exports have come 
down, to as low as 45 , 47 and 51 percent of total 
' production, it would be naive to believe in the oft- 
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repeated assertion that uncertain and low level of 
external demand arises from the sipply corabtraints. 

Just as production level can be held responsible for 
declining aisqjortsx one may reasonably well turn the 
tables the other way round and hold declining esg^Otts 
responsible for the fall in production, 

(c) Given the position mentioned in (a) and (b) above ^ 

there appear to be prime facie reasons to believe that 
exports of lac, are coming down owing to some other 
structioral (like the degree of concentration of 
processing and ejsports in a small number of firms which 
may have many ways to protect and promote their 
interests without increasing the physical volume of 
escorts or searching for outlets in domestic markets), 
technical, exogenous and autonomous (like the advance 
V in the petro-ehcmical teclmriology laadhig 

emergence of synthetic resins) factors. Policies 

' concerning the protection and enlargement of the 

market for lac products ■ have to correctly identify 
such factors and base the policies on them rather 
than believe in some superficial and non-substantiated 
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eiqslanations life the restraining and inimical effect 
of the supply factor on lac essports. 

World lac trade is the duopoly of India and Ihailand. 
Hence fluctuations in Thai production and e3Q3orts cannot but 
influence the prospects for Indian lac and vice-versa. Us we 
have seen^ the decline in the world consumption of lac products 
is the xnain factor behind the decline in its production in 
India. The sharing of the decline in world offtafe of lac 
between India and Thailand does not show a clear pattern. 

During years of increase in world demand^ there have been 
occasions when the Indian share increased vis-a-vis the Thai 
share. However, the years showing the contrary i.e. greater 
share^ of the incraased v/orl'd offtafe going to Thailand are 
more in number. Between 1960—61 and 1975—76 there were eight 
yeats when there was a positive change in world offtafe of ' 
lac over the previous year and it is only during 1974-75 and 
1975— 76 that India captured almost the total increase in 
world demand, 

: The Indian share in the increased world offtafe was 
102.9 percent in 1974-75 and 96,1 percent in 1975—76, However 
during ttie other six years, Thailand inproved its share 
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vis""a-vis India. In four of these years India showed a 
negative change implying that not only India could not diare 
the increased world off tahe but it lost the market as compared 
to the previous years. On the other- hand, in. the years of 
decline in world off take over previous years , during three 
years India improved its position with respect to previous 
year. The bulk of decline was concentrated on Thai esiports. 
However in four years India shared the loss of world market ' -- 

with Thailand and during two of them the whole loss of market 
was bom by India. Such a complex situation showing no clear 
cut pattern in sharing the change in the, world demand of lac 
basically arises frcm fluctuation in production level in both 
the countries*. Under such fluctuations of production in both 
the countries a consistent pattern in sharing of the market 
is not discernible and competition exists only to an extent and 
its importance can be considered exaggerated. ■. 


* Five yearly average of prodiK:tion of lac in Thailand show 
that beginning with 1959-60 - 1963-64, the production has 
shown the average of 15,000, 10,000 and 11,000 for the 
successive five yearly periods. However, fluctuations 
have been very wide, ranging e.g. during 1969-70 the production 
fluctuated between 1,000 tons to 20,000 tons, in the ■■ 

■ preceding five year period the. fluctuations ranged between - 
2,000 tons to 20,000 tons. Indian production, relatively 
speaking, has been more, consistent in- .'yearly fluctuations. 
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During two years jf oil price liilie (i.e. 1973— 74 and 
1974—75)/ the world off take of lac declined and touched its 
lowest level. During 1973—74 when the world demand declined^ 
India shared it with Iha Hand by losing only about half of the 
reduced demand (share being 34,7% and 65.3% for India and 
Thailand /respectively). During the following year India 
improved its position and it not only accounted for the total 
increase in world demand but it marginally cut into Thai-market 
as well, as is shown by its ehare in the change in world 
demand of 102.9 percent. 

She sharing of world market and the role of competition 
from Thailand can be understood only when one looks at the 
composition of es^jorts from the two countries. It is not a 
simple Case of duopoly as the products that the two countries 
esqport are different both in nature and quality, making 
substitution a near impossibility in the short run as those 
importer-producers idiose machinery and equipment are suitable 
for Thai seedlac can not easily and immediately switch over 
to other kinds of seedlac ccciing from India. Superior quality 
of Indian lac over Thai lac is -a well known fact and needs no 
specific mention here. However, the corpesition of exports 
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of two countritis that is shown in table below-points out that 
the main export from Thailand has been that of seedlac even 
• though it entered the .jsiiellac martet by establishing shellac 
manufacturing units in 1965-66. The shellac exports from 
Thailand however never picteid up and throughout the period 
1967-68 to 1972-73 the exports of shellac from Thailand ranged 
between 13 tons to 43 tons only. During the two years of oil 
price hihe Thai shellac exports went upto 341 and 306. tons 
respectively which again declined to 170 tons in the subsequently 
year (1973-76). The share of seedlac in Thai exports and that 
of shellac in Indian expert, is shown: in Table bGlows- ■ 


YEAR 

Percentage share of Shellac 
in Indian lac Gjqports ( in 
terras of voluirti) 

Percentage share of Seed- 
lac in Thai lac ej^rts 
(in terms of volume) 

1 

1965-66 

85 : 




1966-67 

79 


■ 74 : , T 


1967-68 

■ ^ 75 


68 : -T V 

ii 

1968-69 

: 73 \' 


80 

i 

1969-70 

77 


70 

1 

i 


79 


74 

‘ 1 
'1^ 

1971-72 

78 




1972-73 

87 




1973-74 



:'^\'93-;-; 

... it 

1974-75 




' 1' 

1975-76 
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The table shows tfc at whereas Indie; is exporting more 
than 90 percent of lac in form of shellac, more than 90 percent 
of Thai ejiports are in terras of seedl-ac.- It also shows that 
there has been an increasing degree of .specialisation in both 
the countries in their exports and sucii a level of product 
differenciat ion reduces the possibilities of competition. 

Hence it can be concluded that the role of Thai competition 
to Indian lac may be somewhat overstated. 

State-wise production of sticWLac in India is shown 
in Table 4.5 {Also see graph nos. 2 and 3). The Table shows 
a significant change in the relative share of states in lac 
production in 1970s. Share of Bihar which was at an average 

of 54.8 percent of the all India production in 1960s, fluctuated 

between 43.4 percent to 66 percent of the all India production 
during 1970s. In absolute terms the fluctuation in prcsdiiction 
of lac in Bihar ranged between about 7 , 400 tons in 1972-73 to 
16,200 tons in 1971-72. During the period of price rise 
(1973-75), the share of Bihar had fallen to about 49 percent 
of all India supply of sticklac. Howe’yer , its share has shown 
an iirproving trend since 1974-75, 


51 




The next most important state in terms of quantity 
r of sticklac production is Madhya Pradesh which contributed ; 

above one-fifth of all -India production during 1960s. During 
1970s also^ its average share has remained the same. However, 
a decline is discernible in its production level which has come 
down from about 6,300 tons in 1871-72 to about 3,200 tons ; 

during 1977—78. West Bengal which contributed about 9 percent 
of the total production during 1960s has also more or less 
maintained its share during 1970s. Thus the picture of state- 
wise production of lac is that of most states niciintaining their 
share in the total production, though with yearly fluctuations. 

In Bihar, the districts of Ranchi, Palasmu and Singhbhum | 
account for about 90 percent and above of total lac production s 

(See Table 4,6). Palamau district has been the largest : 

producer of lac during 19G Os though its share during 1970s , ' 

' ■ ' ■ : ■ 'I 

■' - ' ■■ /d ■ 'edl 

declined from about an average of 44 percent of total production • 

in Bihar to about one-fourth. In contrast, Ranchi improved | 

its, share from 37,6 percent in 1972-73 to a little above half 
during last few years. In absolute terms, the fluctuations . -i 

over time in Ranchi and Singiibhum have been relatively wider i 


than those of Palamu. Whereas production in Ranchi varied 
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between about 2^800 tons in 1972-73 to about 7j800 tons in 1976- 
77 and in Singhblium froin about 964 tons in 1972-73 to 1,740 in 
1974—75. Production in Palamu varied between 33,000 tons in 
1972—73 to 4,600 tons during 1974-75. During 1960s also the 
fluctuations in the relative shares of the three districts were 
ranging between 43 percent of Indian lac production to about 
58 percent whereas in quantity terms it ranged between about 
16,000 to 22,000 tons. The share of Singhbhum among the three 
districts was about one-sixth of the total production. Lac 
production in Ranchi has fluctuated between 15 percent of Indian 
production (in 1964-65) to 30 percent (in 1967— 68) and in 
quantitative terms the same was about 10,000 tons to 25,000 tons. 
Similar fluctuations are visible in case of Palcimu as well — 
however the share of Ranchi and Pal amu taken together has been 
consistently around 40 percent of the national production «» 
implying thereby a complimentary movement in their production 
levels. : 

changes in the relative share of the three 
districts and fluctuations in the absolute level of production 
have various implications for the regional economy, more 
particularly for the growers of lac. Apart from uncertainty. 




about. th£5 supplementary income from this subsidiary source of. 
income i unstable level of production creates problems for 
investiiifent and development of processing facilities in the 
districts. A dovetailing of lac production level and processing 
capacity in a -district becomes difficult- when the' level of 
production heaps fluctuating. Reduction of unnecessary inter- 
imediaries requires a scientific programme of location of 
processing capacities in -and around the centres, of production 
and collection of lac (secondary haats ) » '.Ehis is all the more 
important if policies of vertical integration of lec prodiafcfcion 
and processing under the cooperatives of the lac growers; are 
to be pursu'sd. But fluctuating level of production will, pose ' 
a problem v^en the growers cooperatives will have lac productiGn 
by 'its members either in excess or short of processing 
capacities, i^pa-rt from measures for stabilising production 
( ;.e .g.; 'through stable remunerative / statutory ; sticM.ac prices) * 
it would also necessitate stabilisation and steady growth of 
demand, mainly based on domestic "consumption of lac. 

Cropwise production figures (Table 4.7) show that the 
Baisaxhi crop accounts for soros-tdiing between 64 percent to 81 
percent of total lac production. Next in importance in terms 


54 


of its share in production is the Katki crop which accounfe for 
also ■ve one— fifth of tiie total produce. Ihase two crops taten. 
together contribute about 90 percent of total annual prodixstion. 
During 1970s production in Katld. season fluctuated between 11 
percent (1977-78) to 26.5 percent (1972-73) of the total produce 
of Bihar. Besides these, Jethwi and Aghani (Kusumi) tahen 
together form less than 10 percent of the total produce in 
Bihar - though during 1970s its share ranged between 6 percent 
to 15.8 percent of Bihar production. 

(Kusumi) crop is qualitatively the best 
one, planned efforts are needed to increase its relative share. 
This is. import ant for many reasons life meeting the ccmpetition 
from synthetic resins , competition fran Thailand and for the 
growth of internal demand. Moreover, the yield from Kasumi 
is higher than from other host trees. However, stable and 
remunerative prices hold the key to any such changes in the 



production pattern. Such minimum prices have to be scmewhat 


weighted, in favour of Kusumi. 

The downward trend in the production of sticklac has 


serious implications for the growers and the economy of the 
region. It can safely be assumed that over 90 percent of the 
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households dependent on agriculture in this region happen to be 

growing lac qs an stibsidiary source of income* , Since the 

number of workers engaged in agriculture has increased from 

about 13 lakhs in the three districts of South Bihar in 1951 

to 20,5 laMis in 1971( it follows that the nimber of lac growers 

has increased by over 57.8 percent 1971, giving a total of about 

, an average 

18.5 lakhs persons engaged in growing lac. Assuming Z. rate of 
growth of 2 percent in population and constant dependency on 
agriculture, the number of lac growers may be es^pected in 1978 
to be in the neighbourhood of 21 lakhs. Given the steep fall in 
the production of lac since 1951 and the present level of 
production accounting to about as low as 46 percent of 1951 
production level, one finds a much steeper fall in per capita 
production of lac. Therefore, though lac continues to be a 
subsidiary source of income and omployment, the contribution 
it mcikes to cultivator's income has come down very sharply. 

On the other hand, the implications of increasing 
production of lac for the lac growers and the region are full of 
promise, if lac production picks up, not only the incomes and 

* Out of our sanple of 167 grower households spread over 
three districts, almost everyone was found to be engaged 
in lac growing. ; 
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savings of the growers would -go up but sacondarj^ and tertiaary 
effects of increased production (in. terms of processing and 
industrial applications) would be very beneficial giving the 
gfowdrs^ gteater independence from farming. , In fact, it could 
well tnahe for increased farm output through the financing of 
intensive input use from lac income.* The significance of 
increased lac production lies in the fact that it can be • 
obtained without diverting land from other crops. 

- ^ For a very long period, a good number of programmes 

have been undertaken by various agencies for increasing and 
stabilising sticklac production. Broadly speaking > these 
programmes can be classified under three heads, viz ./ research , 
extension and supply of the means of increasing production. 

As to research - it is mainly carried out by the Indian 




Lac Research Institute with the stated objective of evolving 
improved methods for intensive cultivation as well as for • 
discovering new uses for lac and to develop means of quality 
control. The Institute is rated as a premier research 
institute for entomological research* However, extension of 
the researches conducted by the Institute has been rather poor. 
Mainly two schemes have been used in past for dissemination of 
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results of research to cultivators ^ viz. (i) Intensive demonst- 
ration Scheme and (ii) Extension of lac cultivation scheme for 
stepping up production and the schemes originated as early as 
in 1935 and 1948 respectively, ii marriber of broodlac farms 
we ire set up under the first ' scheme . However, as the broodlac 
produced was costly enough for the growers, it could not get 
enough market. Besides — about a dozen schemes were launched 
by the Indian Lac Cess Committee between 1942 to mid 760s which 
cost about Rs. 17 laldis over the period. Since the second five 
year plan a concerted effort to increase the production of 
lac and its productivity vrere taken up stressing the cultivation 
aspect and a number- of broodlac ■f arms' were -'set- up' under ' st'at^ 
control V About Rs. 40 lakhs were •'SEeht on "l^ for 

entomological researches dxiring the Third plan period. 

During Fifth plan also a sunt of Rs. 5 laMis was allocated 
for the development of its production. Ovr enquiries reveal 
that the annual budget of the Indian Lac Research Institute 7 ^ 
is of about 14 laMis per annum. Existing position of central 
sector developxmantal schemes on lac ,are shown in the 
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table below s— 


YEAR 

CENTRAL 

SECTOR SCHEMES 

ON LAC DEVELOPJX1ENT 

OUTLAY 
(LAKHS Rs. ) 

EXPENDITURE 
(LAKHS Rs.) 

QUANTITY OF 
SUPPLIED (IN 

(BAISAKHI) 

BROODLAC 

KGS.) 

(KUSUMI) 

FIFTH PLAN 




1974-79 

9.0 

5.35 



1974-75 

1 . 61 

0.71 

1499 

— 

1975-76 

1-62 

1.33 

1592 

- 

1976-77 

1.72 

1.61 

1679 

22.5 

1977-78 

2.03 

1.70 

1895 

15.5 

1978-79 

.3.00 

- ■ 


, ^ 


INDIA s 

Source s/ An nual Reports of the Directorate of Lac 
Dev;slGpKfcntj Governiriant of India, Ranchi. 


, -il Cl ' ■' ai. Cia suit of tiiese. resaarches/ a nmriber of iit^ortant 

•findings with respect of host .trees /iKathods of. plant 
protection, inethods of better cxiLtivation for obtaining hi^er 
yield have been developed which by themselves are quite 
■'• important. They show the potential that has been created,^^^^^^^^^ 
However, the stoty of production that we have discussed earlier 
shows that in practice none of these improvements could check 


the decline in lac production. Our actual field survey also 
shows that grovjors have not talcen up the use of these 
researches and niost of them are not even aware of the 
developments taking place by way of technical improvements. 

hs we shall show, powerful forces operatix-ig in the lac 
trade in matters of exports^ pricing of stickLac, uncertainty 
of demand and dominance by a handful of manufacturer— 
exporters did not favour either the emergence of motivation 
or the availability of the means for increasing/improving 
production by the large army of growers. In this important 
activity^ efforts by policies and programmes to increase 
production have to follow rather than precede a structural 
re— organisation capable of generating incentives and 


investments for the purpose . 



Table sho\.;in< triemial a^era^ie 
Stlcklac in India 1960-61 to 


production of 
1977-78 


S.Mo. Years 



1. 1960-61 to 

: 1962-63 


2 , '■ ' ■ " ' 

2. 1963-64 to 
1965-66.. 

3. 1966-67. to 
1968-69 

4. 1969-70 to 
1971-72 

5. 1972-73 to 
1974-75 

6. 1975-76 to 

1977-78 .. 



Source 


Lac Statistics 1977, pp, S-l, SB?C Calcutta and 

Ijac''"lull6tln Annual Mo. 1977-78 

Directorate of Lac Development, Govt, of India, 

Ranclii. 




(I'inco) and Annual ?'To. 1977-78 
e nf Lac Detrelonraent , Govt . of India 
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Table- 4 -. U- 


Year 

1 

1965- 66 

1966- 67 

1967 - 68 

1968 - 69 

1969- 70 

1970- 71'' 

1971 - 72 

1972 - 73 

, 1973 - 74 - 
■1974-75 

1975 - 76 

1976 - 77 

1977 - 78 

Source: 

Hote:- 


■Sxport of Lae as a percentage of Crop 
Position of stlcklac; 1965-66 to 1977-78 


•""o — 0 “* C*“ 

Sticklac 
production 
(Tonnes ) 

• *“« a a 0 o'” 

Export of 
lac (all 
kinds ) 
(Tonnes ) 

Export . of 
Sticklac.. 
equivalent 
(Tonnes ) 

( 4 ) as a 
percentage 
of ( 2 ) 

(fo) 

® 0 0 • « * • 

c. 

-D 

' ” ' 4 ' ” “ ' 

5 . 

23476 

13975 

21073 

189.8 

29672 

15500 

24753 

83.4 

38779 

15391 

23879 

61,6 

29597 

17714 

27391 

92.5 

2474-2 

16739 

26049 

105.3 

24560 

13384 

20865 

85.0 

C\] 

— 

C\j 

CVi 

13720 

214-12 

78.7 

17038 

7564 

1194-8 

70.1 

19259 

560 & 

8833 

45.9 

24690 

7332 

11725 

47.5 

21766 

7825 

1254-8 

57.6 

■ '23869 

7092 

113*+7 

47.5 

20900 

6733 

1077 ^ 

51.6 

^ O''**.' tt » * * “ *■“'*« 0 


* - , . - - O ' - « ® - 


( 1 ) SEPC - Statistics on lac at a glance: Pages 12 - 15 ? & 

. 6 ':--.Page:s:: 3 & 4 . 7 '77 ^ ^ 7 ''^: ; i 1 :: 77 ^:^\ 77 ':}V 

( 2 ) Annual Report, 1977 - 78 , Directorate of Lac Development 

;: 7 :w;:;V':;RancM^ - 7 :'r: 

Sticl-aac equivalent of exports ,of shellac and seedllac 
has been, calculated on the basis of a conversion ratio 
of 0,.62 and 0.72 from sticklac to shellac, and seedlac 


respectively. 
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CHriPTER - V 


EXPORTS OF LAC PRODUCTS 

We have already had occasion^ to refer to the declining 

trend alongwith fluctuations in India's escorts of lac products/ 

the- impact of competition from Tliailand and fall in the^ 

proportion of total lac output which is -oxiportod, ' In the present 

Chapter we bring out some of the features and problems of exports 

of seedlac and shellac , though an occasional reference to the 

points already discussed elsewhere cannot possibly be avoided, 
believed to be 

Lac isZlargely an export canraodity. Though data on 
internal consumption are not available in a reliable manner, 
yet the declining propcjction of exports of lac products to total 
lac pro-duction. (seen earlier Table 4.4) indicates that stock, 
piling and internal consumption taken together mxist have 
relatively irtprovsd. Until about 197 2~73, exports of lac 
exceeded 70 percent of the lac produced in the country. 

Currently also about half of the lac production is es^ported* 

' Escorts (in terms of sticklac equivalent of ..shellac and sead- 
lac sxpcartod) dxiring recent years have been around 7 thousand, 
tons (since 1972-73), falling to a level as low as 5,608 tons 
in 1973-74, and going upto 7,825 tons in 1975-76. 
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i 



In terms of esspcrt earnings ^ : there are greater 

fluctuations than in terms of volume of exports, because prices 

too have been fluctuating. Frcrn the high of over Rs,24 crores 

in 1974~75 'about ft.6.55 crores were earned by 

during 1977-78. 

lac^.In the preceding year, ejroorts earnings fell a little 
^ort of Rs.lO crores (Table 5.1 and 5.2) 

Looking at long-run trends, (see Tables 5.3, 5.4, 5.5 
and 5.6 showing triennial, quinquennial and decennial average 
of quantity and value exports) one can see that from about 
30,000 tons of average annual .exports for the ten years ending ; 
in 1955-56, exports came down to about 23 ,000 tons during the 
ten years ending in 1965— 66 and to about 12,000 tons during 
the ten years ending in 1975-76. 

Export earnings over such long-periods in terms of 
current prict;s for each decae*-^ ar-c not strictly cortparable 
owing to the big changes in the price level during the period. 
During the decade ending in 1965-66 average annual e3<port 
earnings amounted to Ps.5.72 crores, rising to a level of ; ; 

Rs.8.96 crores during the decade ending in 1975-76. 

The divergent behaviour of the quantxmi of exports 
(as also of production of sticklac) <and the value of exports 


/on the 
other. 
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is important for understanding the basic problems of economic 
activities centering round lac. While the volume of exports 
and production have come down substantially, export earnings 
as well as unit value realisation from exports have gone up. 
Since sticlclac prices did not increase adequately to compensate 
for the fall in production and ajqports, the total income 
derived from lac by the growers declined comparatively. 

Rs seen earlier, during this period the unit value 
realization from export has increased. However, the sticld-ac 
price as a percentage of unit value realisation from shellac 
has bo^en declining and in 1975—76 was as low as 27*3 percent. 
!Ehus the exporters gained even vihen the quantum of exports 
fell, but the growers, who lost in absolute terras because of 
fall in escorts and production, lost further owing to receipt 
by them of a small proportion of export? s unit value 
realisation*. Thus, the incompatibility between the interests 
of the growers (a very large n^aIaber of rural poor) and a handftil 
of exporters comes out vividly. The latter can get a good 


*ils seen earlier, the manufacture r-es^rters have been claiming 
a direct co-relation between export-performance and prosperity 
on -the one, hand and the welfare of lac growers!!!! The facts 
of the case^ 2*^ fSB^e^stence of such co-relation. 
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return even vjhcn. exports fall* But the growers as also the 
worloers and small units- engaged in lac processing (but not 
engaged in, a3<port3) lose by a reduction in the volume of 
'e>!pGrts* 

Tha iiihcrent motivation of the big manufacturer” 



es^orters malcas them look for retxirns in financial terms ^ while 
reduction in physical volume of exports adversely affects the 
growers - of lac and workers of iac factories . As we shall see 
,late,r, this situation .entails inportant policy’ implications- 
with respect te the Cirganisation :of lac. e:^orts. in order to 
accord adequate primacy to- the interests of growers and workers 
^whieh are. rel ated both to; the v.olume- and: value of exports • It 
also suggests that p>rotecting and, promoting export earnings 
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increasing exports earnings aust be considered a rneans to that 
end. Ihis is irrpcrtant in view of the fact that increased valie 
realisation f^rcm e^gports does not necessarily and automatically 
trickle down to the small processor.s, their workers and growers. 
As we shall seo^many policies like M3P and giving a good price 
to exporters based on the assumption of such a trickle down 
have in the past proved counter-productive. 

The share of lac in India’s export earnings used to be 
a fairly reckonable factor upto 1960 *s. In 1960-61/ lac 
export earnings contributed dj about 0.62 percent of the total 
export earnings (See Tables 5.7 and 5.8) . Since then/. India’s 
exports have increased manifold/ while earnings from lac 
exports have not been able to keep pace. The foreign exchange 
earned by lac during 1976-77 amounted to only 0.12 percent of 
the total Indian export earnings. .Even when export earnings 
from lac reached on all time high of over Rs.24 crores in l974- 
75/' lac’s share in total exchange earnings remained at 0.74 
percent. In 1950-51/ lac ranked the eleventh product in 
commodity— wise export earnings. In 1970-71, its ranks 'becarae 
thirteenth. . 
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What follo'.^3 from the above is that v/ith the diversi- 
fication of India's exxijrtable coininGi-fities, the inporta nee of 
lac is no longer what it used ho be when the Indian export 
basket was less diversified. In the present situation f many 
new and more clynainic coramoditios are ma3d.ng their appearance 
on the export froxit, ’Wliile it does not follow that efforts 
therefore, should nut be made to give greater stability and 
dynamism to exports of lac f>roducts, it may be inferred that 
the contribution of such .e.f forts’ bo our total export earning 


cannot ba of decisive importance.' Oh the contrary, the 
implications of the ’ export ..performanai .of lac are far mere' ■ 
material for income and employment: in the lac growing region 
of :South Bihar . Hence Vprmacy in lac policies belong not to 
export earnings as such, but to the incorriC; and /employment impact 
of iac . based activities . 


hn analysis of the graclewise esport of lac from ■ Insiiia 

from 1965-66 tc 1976-77 (Table 5.9) shows that the percentage 

f ■ : . in; l ate sixties 

of shellac in total experts has ris^n frora about 75^to over 
in mid seventies. 

90%/^ Simultaneously, the perCv^ntage of seedlac in total 


exports has fa.llen fraa about 15% to less than 5%. This is 
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because the marlcat for Indian and Ihai seedLac is cactiaon* 

While 'Ihai seedlac is cheaper but poor in quality 7 the Indian 
seedlac is costlier but better in quality. 

The countries with advanced chemical technology like 
UShf UK and W. Gen-tany have developed methods for utilizing 
the cheaper Thai seedlac and these countries being the major 
inporters of seedlac have invariably relied on Thailand for 
iiiaeting their xiaeds while the demand for better quality high 
priced ordiiaary seedlac has gone down. Ovex a period of 10 
years# from 1958-59 to 1968-69# Thailand has almost trebled the 
e3<porcs of seedlac . while Indians volume has 'decreased to 
one-fourth of its 1958-59 level. 

In shellac# major types in demand are handmade, x-nachine- 
made and other special shellac like bleached shellac and 
dewaxed shellac. The preference for a specific type depends 
on the end-users in different parts of the world. Hence it 
becomes a different problem to plan the domestic production of 
i^ellac according to the demand pattern obtaining in foreign 
countries. The pattern of escorts has shown an increasing 
preference for machiixs-made shellac as coitpared to handmade 
shellac. While the share of machine-made shellac has increased 
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from ^bout 50% tu about 7 0%^ tba share of handmade sballac 
has: fallen from 50% to 30% (See, Table 5.10). 

Such a shift is also seen in the production of shellac 
and is mainly due; to a fdf fere nee in tiie cost of production* 

■ Also, in the USSR and other -Hast Suropean countries machine- 
made shellac is prof erred because of its greater uniformity. 
However , in other countries lihd USR, UK and V?. Germany', hand- 
made shellac is: pref erred for its properties of colohr and flow 

India has been importing:^ ;sticMac/seed3kac frsm Thailand 
'for processing; .and exporting 'V/orth;- about fc laKhs until 
1968-69, when a ban was plac„ :1 on the import of Thai lac, 

: lifter a gap of many years an . ad hoc licence was granted for 
,Rs,30 lalchs of impert from Thailand in 197 2-73 , th^us resumirg 
thc' imports of sticRlac/soodlac into tho country. Pull 
utilisation ■ coul I, rt.'l oe mr^do ouriag the year as 

buyers from the US, Japan aitd W. Germany had lifted the 
availcible' raw material from Thailand before we - could enter thc 
marine t, Rs a result, India’s processing role was tahen over 
by other countries, mainly Japan, v^ich have a more developed 
refining know-how, nixl has started helping sot -up processing 
uiiits in Thailand. - - ■ - 
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The rights and wrongs of the 1968-69 ban on imports of 
seedlac from Thailand apart, the decdsion tc resume the imports 
for j>urpcses of re-exporting shellac made from the imported 
seedlac dees not seem to be justified. As we have seen, ova: 
exports have not suffered on account of supply constraints of 
sticlclac/seedlac. On the contrary,, the proportion of our 
output which is exported has steadily come down. We have also 
referred to the serious income and enployirient loss implications 
of fall in exports. Hence our exports of lac products must 
be based on internal supply of raw materials. We have pointed 
out teia relatively secondary role of foreign exchange earnings 
from shellac vis-a— vis the objective of generating inccane ard 
employment for the growers and processors. Imports of 
seedlac in the face of accmvilating domestic stoclcs arxJ declining 
proportion of production entering exports cannot be supported. 

India ejqports lac to more than ninety countries. 

The country-wise exports of lae products from India, both in 
quantity and value , and percentage share of each in the total , 

are given in Table 5.11. 

" ■' ' ■ ■ • ' . . . ■■■ . ' ... 

It can be seen that U.S.A., U.K., West Germany and 
U.S.S.R. are the major customers for Indian lac products. 
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In 19S3~5Si the U.S.Ji. , U.K, and F.R, of _ Germany' together 
contributed 74 percent of our airport earning from lac® Over 
the last decade, the proportion is genc^raily around 40 percent 
only. It shows that the U, a. 3. R. and East European 'Gountr&s 
and other countries of the world are buying relatively larger 
quantities of our exports. The three major traditional 
inporters of Indian lac products imported in the past a good 
quantity of Indian ssedlac which lately tliey tend to buy mainly 
from Thailand. 'Hiese countries have a. good shellac processing 
capacity and advanced technology for the puipose, Ihey also 
re~e 3 iport shellac to the rest of the world? many countries 
buy from them for want of direct shipping services., from India 
and the small size of their purchases. Many West European 


countries like Prance and Spain and Latin hrnerican countries 


too have shown good demand for Indian shellac. In sum, while 



t Germany have 


declined, with other Western countr 


lowing stable love, 


includinc Lfric. 


have increased 
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One feat\are of the ejsport trade which has almost 
entirely escaped gemral attention is its high degrees of 
concentration in the hands of a few manufacturing-es^sorting 
firms. The performance of major export houses for seedlac 
and shellac from 1972 to 1977 is presented in Table 5.12, Of 
the 12 top exporters f seven are manxxfacturer-exporters and five 
are merchant-escporters. These trader-exporters have^ on an 
average, for the years 1972 to 1977, accounted for over 88 per 
cent of the total- exports in this period. The rest of over 11 
per cent is expoirbad by about 48 small firms. This would , 
indicate concentration of the trade in the hands of only a . 
few large lac business houses. 

( 2) The share of the seven manufacturer-e^^Jorters in this 
is about 80 percent of the total v&ile the share of the five 
merchant-exporters is only over 11 per cent. Thus, the bxilk 
of the e3q>orts are effected by the manufacturer-es^orters 
rather than by the merchant-exporters. This would inply a 
very high degree of vertical integration around the teritiirial 
stages of seedlac/ shellac marteting. 

(3) Further, one finds that the three major manufacturer- 
exporters, namely, hchhruram KalWio & Co., hngelo Brothers Ltd. 
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and Samar Singh JaiwaJ. Pvt, Ltd,, have been consistently 
aGcounting, on an average, for 60 percent of the e 2 ?>orts 
during the period under review. 'This raeans that three-fifths 
of the export of lac is confined to three large firms, who 
have dominated the yearly ejg>ort figures, 

(4) The shar.- of the top seven exporters (all of whom are 
manufacturer— exporters , except Bhart Laxiai Trading Co, P{Ltd,) 
has been about 80 per cent of the total. 

(5) Another important feature of the mar hat structure 
brought out by the table is that for the whole period the 
percentage share of the different big firms change within 
narrow ranges. The general picture that emerges is almost 
the same for all the years, showing the absence of any change 
amongst the dciuiaant -craders. There is also the absence of 
any tendency of a fall in the share of the largest exporters 
or any increase in the shax’e of the smaller ones. 

The implications of such concentrated structure on the 
marteting and price mechanism of the trade would be far 
reaching and highly meaningful. We have already seen the 
divergence between idie volume c:.nd value of exports. 

Similarly, the price of sticlclac as a proportion of unit 
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value realisation from exports lias also been observed to be 
declining, VJhat comes out from these facts is that neither 
a fall in the volume of esiports (as it is accompanied by- 
increase in unit value and rising total e3<port earnings) nor a 
declining proportion of exports to total market arrival of lac 
nor the big price spread between sticklac prices and unit val-ue 
of exports disturb the position of -Idie big firms. Many measures 
have been suggested for promoting the export of seedlac and 
shellac. But the big exporting firms have no-lj, either 
individually or, jointly, taken up any of these measures. In 
fact, the lac trade is chciracteristised by very strong supplier - 
foreign buyer link and brand name image*.. ' ' - ' 

Just to take an illustra-tion, we see ('Table 5.13) the 
share of Achhruram KalMiof & Co. Ltd., in total Indian exports 
of lac products to Germany and tiie share of -the company’s 
exports to Germany to i-bs total exports for the period 1972 to 


"* Shellac is a branded product, sold on established brand names 
and not a commodity which can be sold by any party. STC was 
unable to expand export market due to the brand preferences, 
a traditional close-unit buyer-seller relationship which 
exists in markets of Gennany, USii and South East Asia", 
pp. 15-16 LAC (Go-vt, of India, Ministry of Commerce, an 
Internal Note), 
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1977 • One finds thcit while almost the entire seeclac exports 
to Gerrmny are from this compciny, even in shellac the ahre is 
noticeable, their share in 1975 comes dowri to 18.8 per 

centi it happens in a year When the company's share in total 
exports declines from about over 25 per cent level to just under 
10 per cent. It is also well known that this company has close 
links with IV^s. Kailda of Funfh Letcisen & Stroevor, a West 
German Company which is the bigcest European shellac unit and 
the only manufacturer of high grade lac. 

Given the fact that the big firms have assured markets, 
that the fall in the volume- of esQJorts does not necessarily 
mean reduced earnings for the big exporters and may, infact, 
increase their earnings, one can see an inherent conflict of 
interest between the large body of sticklac growers and a handful 
of bxg manuf acturer'**expor Us^rs .* look- at the rated capacity of 

Celiac production of these big units will further bring out 
the 3 pla of cona^ntration in lac production and exports. 

According to figures given by the Ehellac . Export Premotion 
Council, in a Note , the rated capacity of shellac manufactxiring 
ly the three big units is as under? 
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Rated iinnual Capacity ( Metric tons of shellac ) 

I ‘ m/s, i'ingelo Brothers 8^000 

II M/s. S.S. Jaiswal (P) Ltd. 6,000 

III m/s. LchhruraEi Kalkh of & Co.Ltd. 4,500 

. Total 18,500 m.t. 

With the present essport level at about 7,000 tons, 
which is about 37.5 percent of the rated capacity of the big 
three, one can see that the manufacturar-esporters will h^ve 
a dorainant place in lac trade and not much scope will be left 
for the smadl and mediun^ manufacturers in the area of export. 
On the basia of our analysis so tar, it is possible, 
to see a certain conflict of interests be tween the ^ big ^ , 
manufacturer-exporters on the one hand and the large niomber of 
stickiac growers, the small manufacturers and their workers on 
the other. The way in which the big ones protect and promofee 
their interests adversely effect the interests of the -growers, 
cottage manufacturers and workers 

Many studies (notably Kirloskar Committee ^s Report) 
have gone into the factors behind the export performance. 

The Shellac Export Promotion Council keeps a continual watch 
on the export trends* ^ good deal can certainly be done to 
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iitfjrovs the export per fomance. However j one basic snag in 
all the possible measures has been that a large number of these 
export prcEuotion measinres (life R & D for better quality, lower 
cost, use' of inferior seedlac, use of waste material, better 
warehousing, technical after-sales services in the major consuming 
oantres, discovering nev/ uses , blending of lac with synthetic 
resins, etc.) are likely to cost a lot of money. The cost and 
specific mechanics of going about implementing these measures 
have not been worted out. Then, more important, it is not clear 
who will bear these expenses. If it is suggested that the 
government should bear these expen sas and set up agencies for 
carrying it out, it will remain to be seen what social bens fit 
will flow overtime frora the coranitment of p^iblic resoucces .for 
the se : purpo se s . " \ 

In view of tlio structure of lac irianufacturing and 
export trade which we have discussed in tljc {^receding, we know 
that ttere is a highly concontrated structure of lac manufacturing 
and exporting. Hxport promotion measur.-'S on public account . 
lead to enihanced foreign exchange earnings for the country. 

But in concrete tenns, they mean so much more earnings for 
a small group of irianufacturer-e-xporters and merchant-ej^orters. 
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Wliile discussing production and prices we have seen that there 
is very little trickle-down process witnessed in lac trade. 

The: benefits of increased e^cport earnings and inproved unit 
valiri realisation largely get stuclc Miere they initially occur. 
Their backward linkages in terms of higher share for the 
growers rarely materialise, htteupts to take these benefits 
to the growers through buffer stock operations, partial 
canalisation and Maxiraiam Export Price (MSP) policies, we have 
shown elsewhere, do not quite succeed sc long as lac processing 
and exports continue to be dominated by a handfiol of firms. , 
Costly export prcirotelon measures, given the present stxuctuEre 
of lac trade, will entail fiarther enriching of those four big 
concerns who are even of their own doing quite well for thaa- 
selves by. lac processing and ajqsorts. 

' these private firms take up such costly, 

slow-maturing export production measures? Since the highly 
organised body of big manufacturer s~traders (through Indian 
Lac Exporters J*ssociation,- ILEA.) are quite aware of these 
measures and yet have not shown any inclination to undertake 
these measures, it may be difficult to assume that vol'untary 
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efforts of the manufacturer--exi»rters in bhis direction mil 
be 'forthcoming. In fact, if there existed adequate motivation 
for undertald.ng such raeasuras/ not much external stimuli would 
perhaps be needed. iSven the alternative of the govammsnt 
underta3d.ng these measures and recoverincj the cost from the 
teneficiaries, through a cess or some other tax, does not seem 
feasible. For one thing it will disturb inter— industry tax 
parity* ./Sien, it might provoke' a: gradual or i in .some cases, 
evert an abrupt withdrawls froii this industry. But more 
.important, even if the schemes of export prcsnotion succeeded and 
were financed by the trade and' industry, the interests of the 
grower remain uncared for. Hence if export promotion for 
inparting viability to lac grovjc.'rs and increasing income and ' 
enploymentb from lac-based activities in .the lac-growing region 
are the objectives, tiie concentration of shellac manufacturing 
and export in a few private hands cannot but be considered 


harmful 
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B xoorb of Lac CJ.l Kinds) from India 


Ysar aiantlty in - Value Value. Realisation- 

" (Tons) Ct.Lalli) psr quintal 


1 2 3 4 


1063 -64 

20,655 

17,231 

46?, 24 

OOO 7Q 

lOfVl -65 

417 ,42 

24 2,. 25 

1065-36 

13,975 

426.66 

304 -.33 

196S-67 

15,500 

550,00 

. 354 .34 

1967-68 

15,391 

17,714 

515.00 


1968-69 

503,00 

283,96 

iq6-9 -70 

16,739 

478,00 

285.56 

1970-71 

13,382 

503.00 

368.20 

TQ''7”| 

13,720 

661.00 

480.60 

1972-73 

7,564 

3,608 

619,00 

817.70 

1973-74 

1440.00 

. 2567.10 

1074-73 

' *7 0/7 0 . ' 

2433.00 

3313.00 

1975 _76 

7,825 

7,092 

1275 .00 

1630.00 

i 976 -77 

976.00 

1375.70 

1977-73 

O ■( OO 

655,44 

973.40 

Source ; 

Shellac Export, 
.annual Report, 

pr oraot ion Counc il , 

Calcutta, 
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Quantity aiid Value of 3 eed Lac & Shellac eroort from India 

C. to i0?5“7oy 


Yeai’7 

Quantity 

oe.edl TtC 

(in tons) 

■■ O r"! ■ 

(in latch) 

\ !,C 

(in' tons) 

(in lakh) 

1965-66 

2047 

49 

10678 

348 

1966-67 

3089 

89 

11026 

418 

1967-68 

3S60 

104 

10055 

376 

' ■ 1968-69 

:4246 

79 

11218 

380 

1969-70 

; :3718 3; 

76 ' 

11210 : ■ 

365 

1970-71 

':;':2696: 

70:": 

::2::59::9144;:' 

: ;;:3S8 : t' , 

1 1971.72 

■i . : :3351 ' 

::,:i22^'v';:. 

7':^938:5t: V'v : 

:;497; : 

' 197 : 2 - 7 3^; ■ 


; ;76 :'' 

i'-'' : ;'6749 : 

;:487^^^ 

; ■ 1973-7^41,'; 


■ -■^■^184:; V ::: :;' 

V; '4126; : ; ^ 

: . 1141' :: 

|i:::y ' ; i9?4^ 

^413 

^ -'.. llO; 

, : :6693 

2^0 ; 

7'' 197:5-76'^ 


; : ■;■32^ ;7;3 

' 7217 

1208 

fi:';: 1976-77;: ; 

:-99,3: 

, 10.:7 , 

7^: : 

960,6 

; 1977-78 

^"^2;287,3:::: 

M, 5 . 

3333,7 ' 

: 638 . 7 






TABLE; 5.3 


Ta-'jle Shov/ine share of Lac In total E^raorts 
In dia on Triennial Average basis 


Lac Exports 
percent of 
total Exports 


, .5,„ 

# 


1960-61 

196?_C3 

to 

1,04,400 

523.7 

0.5 

1963-64 
1965 -66 

to 

1,26,800 

435. G 

0.34 

1966-67 

1963-69 

to 

1,23,66? 

521.3 

0.42 

1969-70 

l'^71-72 

to 

1,51,867 

. 547.3 

0=36 

1972-73 

1974-75 

.to 

2,59,933 

: 1,497.3 

0 .53 

1975-76 

1977-78 


1,71,440 

968.7 

0.57 


Source; Economic Survey, Various issues' and. Lac 

Statistics, 1977, np.lS-lS, SEPG., Calcutta. 


Total Average of 
Exports from Lac from India 
India(i, Laths) (x. Lakhs) 


4 


Aver a -'G ■ 

■•linau cix' ial ercoort of lac (all 1 

•cinds) 

froSL ludla 

\ and avaraae nuiiic.uerinial value 

G:cpo.rt..s 


s.:n 

Oo /..I ear 


Ayc ra?73 
. o,f eecooi't.: 

r'uantuni 
s '(lUTons) 

Average valxie of 
exports (?■;. lakhs) 

; 1 

/r\ ■' 



) 

4 

1. 

1935:^5: •; 

to 1O30-4C 



ay, ' : :174:: 


ICdh-'ll: 

to. iMi-ist::: 



y ' : ' 336 

:3.u 


to m9-50 

:;:o- 

€25'i(,'e 

yoeo7':.0''''''' /'I' 

,4 0 ■ : 

'L9,5fj_,5:T 

•to 


372 /o'- 

y-'yi' 1,0:28 O' y;:;:: 

:5:.s 

1955—36 

to 1959-^30 


o§S;y;: :'a ■ 

' ' y '■ y y, :-;';yy;y- 

■ : 

;i960:-6i: 

:t,G ;1.9S4:’-136':(:(:: 

y., . 

346' 

': '■ .'490 .O; 

7. : 

3 . 935 -6^5 

to 1969-70 


',3341 

y f ::''493 

■S..: 

1970-71 

to::i9747s('’:. 

•Y 

OV- ■■ ■ 


■;1,130 ■ ■ y . 


Source 


Lac 3t 
SBPC. 


■atistics, 

Calcutta,: 


P9 7 . 
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jiveraze DeoeTn i lal export of lac (all kinds') 
""" and Ave ra.!?a value of exports 
1925-2o~~ ’"to 1975-76 


3 .No. 

Years 



Average '.Jiantiun of 
export (M. Tons) 

Average v’‘alue of 
exioort (’.s, lakhs) 

1 

2 



o, 

O 

' ,4 

1, 

1926-27 

to 

1935-36 

29,237 

415 

2. 

1936 -37 

to 

1945 -46 

28,919 

283 : 

3. 

1916 -47 

to 

IE55-56 

30.031 

1,009 

4. 

1956-57 

to 

1965-66 

22,966 

5,729 

5. 

1366-67 

to 

1975-76 

12, 114 

S, 966 


Sources Lac Statistics, 1977 

SSPC, Calcutta pp 11-15 
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J .vera'::o Trlenni ?^! exnort of Lac (all kings) from 
"iT idia ai i rTv:Iiy a ’rrigiinial Value of Fxports 


Avarage of Average Value of 

-fo^ports (PI. Tons) Ejcports (Rg, laKhs) 


4 


1^1 

1935-36 

to 

1037-38 

, ■ . 33, 634 .'•: 

184 

2. 

1933-30 

to 

19-1:0-^il 

: .:33,'S38. ,'• ■ 

ISO 

3. 

lCvll-4-2 

to 

1'143-d/i 


■342 

4 . 

1914-45 

to 

1946-470 ■";' 

1-26 , 257 ', T - ' ' O 

661 

5. 

.1917-48^ 

to 

l''>49 -50 .■ ' 

■ A '-'.a 1' ''^25., -■•■; " . 

863 

6. 

1950-51 

to 

1952 -53 

13:6,620 " 

1,137 

7. 

1953-54 

to 

1955-56' ' 

V'i/' '•27,795 

: '^367 

B:.: 

: 1956 -57 

to 

1958-59 


7747 

b;,.: 

^ 1959-60 

to 

1961-62 

; -l ' 17 1;: 125 • 053 ; 

■ 557 

10, 

Yl9S2-S3 

to 

1064 -G5 

Y ; - . ■ 19 ,55 9 1 : 

402 

11, 

1965-66 

•to 

l967^“i5S. -I/'' 

-15,072 " 

495 

if.'- 

1968-59 

to 

■1970-71 7' 

117:7 : : 15 '214 ■ 

. ' • 483 

13.' 

■■■■1971-72 

.:to 

'■T_973„74, ■ • 

o:i:>:;7':\8,971' 

■905 

14. : 

■1974-75 

to 

.x|76-77:-: ;";7 

i:- -■ '" 7,41^^^ 

1,561 


Source: Lac Statistics IDTTj odPC, Calcutta, pu. 11-15 and 
Lac ’lalletin A:mu.al 'To. 1177-75, 

Directorate of Lac Develonnent, Govt, of India, 

. If'-' I):A 


■M 


S.Ho. Years 

■ 1 2 





Table - 5 «Z 

Share of lac in total expo r^fTOSLlBj 4 .L- 
1960-61 to 197 ^ 7 5 , - - 


Tear 

Value of total 
expo rts 

Value of lac 
exports 

(3) as 
of (2) 


(Rs .Lakhs) 

(Rs .lakhs) 


(t) 

’ (2) 

( 3 ) 

' ’( 4 ) 

mm ^ mm » 




1960-61 

1,01200 

631 

. 62 

1961-62 

1 , 04 l 00 

461 

.44 

1962-63 

1,08000 

479 


19 63-^64 

1,25000 

462 

# 37 . . 

1964 - 6 ^ 

1,28600 

417 

.32 

,•^965-66. 

1 ,269000 

426 

.3^ 

1966-67 

1,153000 

546 

.47 

1967-68 

1,199000 

515 

.43 

1968-69 

1,358000 

503 ■ 

.37 

1969-70 

1 ,41 3000 

478 

.3^ 

I 970 " 7 a 

1,53500 

503 

.33 

1971-72 

1 ,60800 

661 . 

.41 

1972-73 

1 ,97100 

619 

.31 

1973-74 

2,52300 

1 , 44 o 

.57 

1974-75 

3,30400 

2,433 

.7^ 

1975-76 

: 4, 04280 

1,275 "■ 

: .32 : 

1976-77 

5,14320 

':;: 6 ;: 976 : 6 ; 6 ',: : 

.19 

1 977-78 


' 655 '' 

'“*** . * '’***■', 4 ■ ' **' ■' 


a percentage 



Source; Various 


las iiea ■ol' 


and Lac 


Table- 5. 8 


T 8.ta 1 g J ..(j 3 IJl 5 

idityr.M.lse-,cor 

nppsition of 

-Ipdiaje, 

exports; 1. 95 0 - 5 'i 

and 1970-71 

and place of 

lac in it. 




• <* » 

4i\« « » .4 « • 4 



Commodity 

.... *' 

1950-51 
Value of 
Exports 
fRs . in Crs. 

Percent 

of 

total 

1970-71 

ValiBof 
Exports 
Rs.in Crs 

Percent, 
of Total ' 

1 ) Textile Yam. . 

4l8.V 

44.4(1) 

350.4 

23.0 (I) 

2)Tea . .. . . . . . , . 

126.9 . 

13.5(H) 

^ 148.2 

9.7(111) 

3)Iron & Steel . 



90.6 

5.9(V) 

4) Machinery and 

T reins port 
equipment .... 

0 • 8 

neg. 

75.1 

4. 9 (VII) 

5 )Leather aid Le 
ther products 

O'*— ■ 

. . 5+0.6 ^ 

4.3 (V) 

72.2 

4. 7 (VIII) 

6)0ther manufacturers 
' Xclothing, f oot- : 
v^ear etc. ) 7.1 


: 776.0:5 

5.o(vi) 

7)Chemicals .... 


5':',:'i;.Q'(x):- :'f: 

: 36.4 

2.4 (X) 

8)Tobacco and Tobacco 
manufacturers .. 29.1 

3.1 (VI) 

■■ 5>:OV . . . 

7 ■ 2.1 (XI) 

9)F'Pdits ■ 1 

: vegetables . .•> : 

. : i/:* '/■ 

1^ 

7:65.0 . 

4.3 (IX) 

10)Sujar, coffee , 
cereals jOtc. . 

7 '':' 47.'7:' : 

: :'.5.0 (iv:):f 

:193.8 

\ 7 6-7 (IV) 

11 )Grude fertilizers, 
minerals, ores,- oil- 

i::p;;::::t:§eedsqe:;Mides ■■;:if7-f’,:-f'if'>'v' 

skins .... 121.2 


5f;8G,.:6; ■ 

13.7(ii)'7^; ^ 

12)Minerals and 
■ fuels . . . 

::v 

;::'9)i.O(iX3:ff 

' . 72.67 


13)Lac ftnd Lac 
products . . . 



) 5 *4 

:?'7:):o::.35^:;7 

l4)0thers 



903.5 - 



QL4-9- 1 
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Table - 5.9 

G radev/lse Export of Lac frain India ; 1965-66 to 1977-78 


Sources Ibid pp. 1^-15 
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Figures: in brackets represent percentage of total Export in at year. 

^Eource: Statistics on Lac at a Glance -Shellac Export promot' Council, Calcutta, 1977, page 1?-18 
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Sources Various issues of Export Statistics froUi J. Banner jee & Cox, Calcutta. 
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CHiiPTSR - VI 


LAC GROVEiRS S h SQCIO-SCOKOI^ilC PROFILE 

Minor forest produce (t-lFPs) are an important 
of -subsidiary income and errployraent for the bulk of the 
population dependent on agriculture and forestry in this area. 
Lac happens to be one of the most important minor forest produce 
of the region. Ihe national Commission on Agriculture shovied. 
that out of the total value of MEPs of Rs.lOS crores during 
1974-75 lac earned about Rs.24 crores fron foreign exchange 
alone*. Hence any programme of upliftment of the population 
dependent on primary sector for livelihood has to accord a 
fairly critical place to activities centering round lac and 
its grovers. \ 

.Since there are a large nmiiber of forward linkages in 
processing and eventual ejspoirt of : laC/ it gives good opportunity 
to increase ertployment. Ihus lac a subsidiary source 

of income for its growers, throirgh vertical integration, can be 


♦National Commission on Agr icultxire s Vol. 9 p.229. 

According to another estimate .(P.P. Ghosh Input-O utput 
Structure of Bihar 1975,. Patna). MFPs value of gross output 
in 1970-71 exceeded Bs.3.58 crores, while escort earnings 
from lac products alone exceeded Rs. 5 crores, though a good 
part of it must, of course, be value added in seedlac and 
..Celiac manufacturing*; ■'.'■3ven;tlien, .lac’s importance stands 
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made ar* important source of income, savings and investment 
for tile lac growers. As we have seen in the foregoing, 
production of lac has not evoked a steady response from its 
growers owing to fluctuating prices and relatively low share 
of the value realised in terminal marlcets going to the growers. 
■Ihis also is an important reason for the gap that remains 
between advanced researches at the Indian Lac Research 
Institute and their low actual utilisation. Similarly^it is 
the lac of adequate remunerative returns from lac* which has 
stood in the way of success of Government -’s extension 
programmes and popularisation of improved qualities of 
: brood lac. 


If programmes of employment generation and iirproving 
the socio-economic condition of the rural poor in the lac 



In 1975, A StibrCommittee was appointed to "assess a non- 
fluctuating, remunerative price for lac growers*. It suggested 
Rs.3/“ per leg. as the minimum price to begin with, which was to 
be raised gradually. 'As 'we have' -seen, the grower ^s ^ ' 
price rarely reached the level -of . Rs.3/- per kg. 
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chance of succeeding but instead may turn out to be coianter- 
productive. Hence it is essential to study who these lac 
growers are, how differentiated they are and what is their 
socio-economic profile. We would also like to show how their 
position has changed over last one or two decades. This, we 
will do on th t-- Id jl 3 of secondary data as well as on the basis 
of a sanple survey whidri we carried out in three districts of 
CSiotanagpur during 1978. 

Though the cultivation of lac is generally identified 
only with tribals, however, non-tribels also engage in culti- 
vation of lac. In our grower's survey the total number of 
persons from whom the information was collected, was 1264. Of 
these, 52.4 percent reported theiTtselves as Hindus, 35.1 percent 
as tribals, 4,8 percent as Christians and 0.6 percent as 
Muslims (Table 6.1). However, all those reporting themselves 
as Christians reported themselves as tribals when the question 
about their caste was asked. Similarly those in "others” 
category in the religion column were found to have reported 
themselves as tribals when asked about their caste. Thxs 
brings the percentage of total tribals to about 47 percent*. 

♦According to 1971 Census, the proportion of tribals to total 
population- in Ranchi. Singhbhum and. Palamau is 58, 46 and 79 
percent respectively. Of about 49.3 lakhs tribals in Bihar, - 
the three lac districts account for about 30 lakhs. 
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Thus lac cultivation can no longer be said to be an exclusive 
tribal, activity and other sections of society settled in and 
around forests find it a good cash crop. Hence they too 
engage in its cultivation and collection. As we shall see 
with respect to Paihars as welli in an acoDDEay with limited 
opportunities for gainful work/ activities like lac production, 
collection and marketing attract a large number of semi-employed 
persons. 

The average family size of the respondent grower house- 
holds as shown by the survey data cones to 7.5 v/hich is 
significantly higher than the Bihar average* (Tcible 6.2). 

The medium and the model classes, however, fall in the size 
group of 5 to 7 family membv^rs. About 60 percent of the 
households reported family size below 7, whereas 20 percent of 
households reported it to be above 10, A detailed scrutiny of 
our schedules showed that most of the families in the size 
larger than 10 persons belonged to non-tribal groups**. 

Furthermore, it can be seen (Table 6.3) that about 55 
percent of the family mertibers . of our sample are males. This 

♦According to 1971 census, the average family size in Bihar is 
5.7 and the three districts of Palamau, Ranchi and Singhbhxm 
have family sizes of 5.5, ■5.4 and ■ 5 ■ -respectively . 

**0f 24 such families, 15 belonged to- non-tribal 'groups, ■ 




is alee, doss to ths osK-rotio shown by 1971 census which shows 
about 53 percent of tlie Bihar population as riales. Then, if 
one tates the 18 to 60 years ase-group as belonging to active 
labour force, about three-fifth of the population falls in this 
category, h level higher than overall Bihar level (Table 6.4). 
However, given inadequate exposure to education (with over 75 
percent illiteracy), even the children in the age range of 10 to 
18 are likely to be participating in economic aotivitres. These 
two age-groups together account for over 70 percent of our 
sample's population, a high percentage (over 27) in the belCM 
10 years group indicates high recent birth rate and contributes 
to large family site*. Similarly the rather small proportion 
(about 2 percent) of the population being in the above 60 age- 
group suggest not very high life expectation at birth and low 
standard of living, particularly, poor nutritional and medical 
care standards. The comparable figure for Bihar and India are 

around 6 percent. 


*Tha Bates of growth of population (Percent) are as under:- 


Ranchi:: 


,R.cilaKiu.- 


Singhbhum 


1941-1951 

1951-1961 

1961-1971 


11.09 

15.86 

22.11 


20.49 

26.65 


8.64 

20.54 

18.92 


Bihar 

10.27 

19.28 
21.33 


One can fuirther note the low educational and formal 
skills-lavel of our sanple (Table 6.5). While about 15 percent 
report primary ed-ucation, about half this number have had middle 
level education. The nxaiiiber of persons above the middle 
education level (including technical education) is very in-- 
significant. Overall literacy rate comes to 24,2 percent, which 
is higher than the Bihar rate of 19,9 percent. 

These facts have significant bearing on lac production, 
marketing, processing, exports and governraent interventon in 
these areas. Individually or even on the basis of self '-supporting 
cooperative organizational basis, the growers cannot effectively 
participate in raarJeeting, procossin.g and escorts owing to 
absence of educated leadership of their own. This also 
handicaps them in effectively taking advantage of government 
interventions for benefiting them. Since lac trade is a 
rather complex one, connected with international markets and 
passing through many stages of processing with a plethora of 
grades- and varieties with different profitability, inadequate 
edwatirinal level of the growers beccnies a serious limiting 
factor, more particularly for the tribals with tbeir different 
value' system -and behavioural norms,- 
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onaX Pr efix 


mn le tha oercantege of popxiLatioB in the working age- . | 

range was found to be about 60, percent, we find the number of | 

workers to be around two-fifths* (Table 6.6). Then, many 
persons in the age-range 10 to 18 may have seen reported as 
workers, particularly those between 14-18 age-range. Thrs will 
further rodu(K the proportion of worters to labour force. One 
can look at this proportion as a general indicator of the 
incidence of under-eirpioyment and unenployment among the lac 
growing households. Given .such a large availability of unutilised 
family labour, one can easily see tte significance of increasing 
lac production and locating lac processing and lac-utilising 
industrial units Ir. the lac recion (to the extant possible under 
the control of che lac-growers cooperative s)_ for supplementing 
their working and income earning opportunities. 

overwhelming majority of workers (37.7 percent out of 
40.6 percent total workers) are self-employed with only about 


*The 1971 census figure of workers for Btor “\31.03 i^ent 
las aoainst 1961 figure of 41.4 percent) rs not conparahle 
ciaSe in the, definition in 1971 which yiel^d a 
participation rate lower than that in 1961 for the who e 

country as well. 


.3 percent being wage-earnars. This, alongwitb tlie ^ 

dependence on agriculture, show the predominance of small- 
sized, traditional activities organised along family lines for 
the growers. This is in teeping with the predominance of 
agricvilttiral activities in the occupational structure of the 
growers. 

Sources of incoruc of surveyed grower households were 
identified;:-at two levels - major and sxibsidie.ry (Table- 6 . 7 :)'.'' 
Major source of income was defined as th^ one contributing 
more than half of the income of the household. In case no' 
such single source could be identified — two or more most 
important source of income contributing to more than half the 
total household income were clubl^d together to obtain the 
major source of income. Subsidiary source of inGame 
were identified as the most important souroe of income after 
the major source had boon accounted for. In case more than' 
one source contributed more or less equally (an assessment 
of which was left to the respondent) more than one subsidiary 
source of household income were reported. 

The survey data show 83.8 percjent of households 
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depenajnt purely on land as major source of income*. Taking 
major and minor .tependenoe on land together, we find about 93 
percent as agriculturists, another 10.8 percent show 
dependence on labour alone for major part of their household 
income with 6.6 percent showing it a.s minor. Only 2.4 percent 
of surt-eyed hou&holds reported artisan-work or handicrafts as 
the major source of income whereas those dependent mostly on 
business were about 1.8 percent of the sample households.= 
niose dependent on labour and MFPs tcgether for their major 
source of income were only 1.2 percent**. Thus the data 
lowing major sources of income of growers (Table 6.7) hints at 
ttie backwardness of rural parts of this region as well. Since 
not a single household was identified as dependent on household 
industry, though 2.4 percent reported themselves as artisans 
engaged in handicraft, while another 4.8 percent report these 
activities as s-ubsidiary source of income. 


*2iCCording to 1971 census, 83.2 percent ot .. 

13 1 ^ rsr, rure For Palaniu, Ranchi, and Singhbhum, the 

depended on agrxculuure. £or 

corresponding figures are 89.3, 80.6 and 69.9 percen 


1' percent of the region's 
, livestock and allied 


**According to 1971 consxjs,, 
population is dependent on 
activities* , 


Coining to the question of income level of the grower 
households, we considered it appropriate to proceed in terms 
of the physical quantities of their average or normal production 
level* This was because, this information was not only ej^Xicted 
to be avail more roadUy and reliably but is also lilcely 
have better temporal and inter-family ccmparability. Our data 
show (Table 6.8) an average production of 63.11 maunds of 
agricxfLtural products (mainly paddy and mai 2 :e) per annum' per 
household. Comparing it with the average fai;u.iy si se of the 
surveyed household of 7.5 members, per— capita availability of 
foodgrains among the surveyed households comes to about 8.25 maunds 
per annum of cereals lilco paddy and other rood grains of coarse 
variety. Talcing the average, local pric^.; of paddy at about 
Rs«25 per maund (close to the current- price) - the data show an' 
average monthly p«r capita income level of about Rs.22 at 
current prices . Compared to the NSS data for Bihar (26th Round 
1977) \diich shows a decline in monthly consumption per head • 
between 1960-61 and 1970-71 (from Rs.19.02 to Rs.15.43 at 1960-61 
prices), our surmay data (Rs.22 at 1978 prices) suggest a lower 
level of consumption. However, a more appropriate conparison 
would be with the lower deciles of rural population- In this 
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respect, w note thnt the percentage breC.-up of the rural 
consuitption data from HSS show that the consuBiition of the 
lowest three deciles of population in Bihar ranged between 
B..8.10 and Bs.12.09 por-head In 1960-61. It declined and came 
down to range between «..5,91 and Rs.9.55 por-head in 1970-71 at _ 
1960-61 prices. 'Iheso fig-ares are close to the results of our 
surveys suggesting that the lac growers forr. part of the three 

lowest daeiios of the rural population. 

in this li^t, an average sale of 41.58 Kgs. of sticM- ac 

per household (as per table 6.20) becomes very significant. More 
particularly, if the support price of .3.3/- per kg. actually 
prevailed, it would increase the per-head consumption for the 

lac growers in this region by aJoout Els.1.50 per month. 

The sample households show a good deal of differences 
in level of their average annual agricultural production. The 
largest number of families (52.2 percent) report annual 
production below 50 maunds of coarse grains, mainly paddy, 
lamost one fourth (23.8 percent) show an output level ranging 
between 51 and 100 maunds. Only a handful of hou^holds (around 
a percent) report a production' level of over 300 maunds. about 
16 percent families fall in the agricultural production range 
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of 100 to 300 maunds. 81 « 3 percent of the sainple households 
grow only cr.o crop a year (Kharif) and only one variety as wall 
(Paddy) (Table 6.9)* Those growing two varieties of crops 
accounted for 9. ■=.- percent households. The largest number of 
varieties of crops reported v/c'-s six and was reported by 3*0 
percent of households only. Thus the growers have by and large, 
a mono crop culture >hich ixidicates the poverty, vulnerability 
and baclcwrar dues s of the growers. 

It follows that given largely sirailar geo-climatic : 
conditions, differences in the levels of producticn indicate 
that there exists fairly wide differentiation in the levels of 
landholdings, income, consonption and marlcsted surpluses among 
our sample' households** In fact, a majority with an aver age 
family size of over 7 and with annual ■ production of less than e ; 
100 maimds of agricultural produce (mostly paddy since ovbt 80 
percent were found to be growing paddy alone) can hardly be 

*For example, according to Agricul tural Census, Bihar, 1S70-71 
while holdings upto one hectare ■' accounted for 41.93, 49,66 and 
59.84, percentage of holdings in Ranchi, Palamu & Singhbhum, 
respectively, " they accounted ' for 5*80, 7.39 and 12-54 percent 
of area of operational holdings* On the other hand, in the 
three districts in the same order, holdings, above 10 hectares 

mrnbered 6.60, 4,75 and 1.79 percent of the total but accounted 
for 35.96, 34*09 and 16-42 percent 'of: the ^area. 


110 




expect:ia to havo size^tolo :;.arkotod surpluoos for obtoinirg ca* ; 

incomo. Sinoa all ibaae houaeholda a-ro also Involved in lao . ’ 

V *1 ii^r^'L sii "j3nx^3-Ociri oo Oj- l3.c cis s. 
production, one can see tli.. crxuiCc-L sx,ni 

source of their non-food consumption, \ 

in the rest of the economy and providing a/source for some amount 
of savings and investment. E^rovemont in earnings from lac, i 

therefore, are liholy to increase the economic and consequently i 
»cial integration of the poor agriculturists and tribals with ^ 

the broader econondc and sociar Irfe of the region. 

, mother interesting factor arising from these facts 
is the narrow-site of the top of our sample households. Moreover, 
on the basis of the information received by us, even the 'top, : 

households group cannot be considered too affluent on a r g 

cortipar at ivc scale. ^ 

Lac being a commercial, subsidiary minor forest produce, 

its growers produce it for the marloet. In fa-t, in our 

rhh-inif. interested in lac, we often heard that 
discussions wxth people xntx-rt-»Ti-u xi , 

^ i.r. -xr- too low, the gr<x/ers refuse to scr^ stick- 
v^on prices of lac ar« too xow, wit- j 

lac from the trees. This indicates a fair amount of responsiveness 
to Itiarket stiiauli. Returns, fraa lac have isoen one of the factors 
associated with fluctuations in production and market arrivals 
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of laCf though cloar evidence to this effect is not ".available* 

inainly because gro-wers' price of sticldac data are not available. 

However! lac is not the only product which involved the 

growers in a market economy. Given the developments in the 

overall economy, its increasing monetisation and integration, 

it is unlikely that the market would not have penetrated the 

fairly 

economy of lac growers, a/large poartion of whom are tribals, 

The extent to which our sample households buy their 

ir^uts from the markets is a good index of their participation 

in raartets. Though internally provided inputs account for a 

much larger share than that bought from the market (See Table 

6.10), given the limited size of production and traditional 

methods of production, it is significant that over o«3-fifth 

of the labour, about one-fourth of implements and a little . , 

less than one-third of the draught animals are bought or hired- 

Given the anall plots of land (as seen earlier) own account 

supply of inputs cannot be significantly reduced. The 

limitation on the extent of market penetration and conversion 

of economic activities into marltet forxas is hindered by the 

small resource base of the farmers.. The level of annual paddy 

See 

production, already discussed (/^able 10} clearly shows the 
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preponderance of small anc, margin-al fanners. Without alternative 

sources of income and work and/or additions to their land- 

holdings to make them viable, and/or access to forest-based | 

■ ■ ' . ■ ■ : ■ ■■ 1 

economic activities yielding incomes Ccipable of leaving with 

them an invest ible surplus, the martet penetration is bound to j 

be sporadic and liirdted. She economy of the xac growers is a 
kind of uncierde veicrped commodity economy. : 

However the picture of participation in the commodity 
market was different. Ml the surveyed households reported 
sale of some commodity or the other. N.jarly half of thehoue- 
holds reported sale of minor forest produce. Cereals were 
brought to raarket by 15.7 percent households only, vegetables _ 
were sold by only 3.2 percent of thfcim and handicrafts by about 
1.9 percent (Table 6.11). Other sundry goods like poultry , 

produce, dairly produce, fishes, livestock, inplements etc. 

were reported to bo sold by 25.5 percent of the households- This 
further highli^ts the important role that MFPs play xn 
augmenting the income of rural households in this region. 

The most inportant subsidiary source of incone for the _ 
surveyed households was livestock rearing which was the case for 
about 25 percent of the sample siae . ii>outll percent households 
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report -id only MFPs alongwith labour as tbe subsidiary source 
of incoraa. Labour ^ MFPs and Livestock ccjiribined together 
accounted for the stbsidiciry income of a little less than 16 
percent of the .--anpio households. Thus MFPs contributed to ttie 
inccme, to varying extxints, of the sairple households (Table 6.7) . 

In the midst: of the above mc;ntioned occupational 
diversity j, lac growing provides an interesting corramon featUE, 

To some extent or the other, almost tlie entire sample was 
involved in lac growing. Thus, though something like one-fifth 
of the households had MFPs as their main source of income, lac, 
albeit the single most ii^oirtant MPP, was majoysouaxe of 
income for no one. iind yet, it contributed at least somethii^g 
to thu income of almost ev-ry agricultural household in the 
region. This wide, non-specialised base of lac growing is, 
from the point of view of regulation and development of the 
activities centering round lac, a significant feature. For one 
thing, the fact that a large number of growers are interested in 
lac to varying degrees also becomes its weakness in as mudh as 
many of them are not seriously affected by movements in lac 
economy. Then, the methods of irtproving lac production, quality 
and marketing have to reach a large nxamber. The cost and 
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difficulties of aprecidixig efforts on a large n-uaiber can well ba 
imaginad. For these reasonSf it also becomes difficult to 
organise mxilti-purpG S3 (production^ marteting, processing) lac 
growers cooperatives. It also iinplies that issuing identity 
cards or licences to grov;ers arc vary costly and difficult 
exercises since anyone vAio has an access to any of the host 
trees may and should, be allowed to grow lac. 

With, this background of the economic conditions of the 
rural household who are lac growing households as well | now 
turn to the economics of lac cultivation among them. 

Lac cultivation is mostly carried on ber trees which are 
of small size and spread over in this region as shrubs. Palas 
stands next in order of importance. Our survey shows that 
85.6 percent of grower household use her as host three i Wiiereas 
Palas was used as a host tree forlac growing by 62.9 percent of 
household. However I Kusum . whicb, is the producer of best 
quality lac j was reported to. be: used by 12,0 percent /of sample : 
households only, hbout 2 percent of households used Pipal tree 
■as well (Table 6.12). Use of more than one type of host tree by 
a grov^r household is a very common feature of lac cultivation 
{Table 6,12). 
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Besides labour * i brcodlac is the major input normally 
used by the lac grower. Questions regarding quantity of use 
of broodlacx its value in money terms at marhet rates and 
source of procurement were asted to the grower households. 

Scatie growers preserve broodlac from the preceding crop^ and 
hence their cost is what they forego by not selling this 
portion in the marlset. However , v/hereas quantity of broodlac 
used was reported by all the growers /it's money value and 
source met a high level of non-response (from about 73 percent), 
The non-response can mainly be attributed to the fact that the 
question about broodlac purchase related to tlie last season 
only - inplying thereby that only 27 percent of grover house- 
holds u„.ed fresh broodlac for infection of host trees (Tables 
6 #13 and 6.14). In practice ^ though broodlac is sold in 
bundles, we converted the quantity in kilograrams as per the 
local conversion ratios. Table 6.13 shows that about - ' 
one-third of tiie growers use less than 5 kgs. of broodlac 


*Labour use in lac growing is discontinuous and is spread 
over three to four months per season, A fair proportion of 
the total labow time is spent on guarding the crop during 
the scrapping season. 
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and more than 50 porcent of thorn use less than 10 kgs, of 
broadlac. i^^bout 40 jper cent of them use between 5 kgs. to 20 
kgs. of broodlac wheroae Jibout 90 percont of growers use 
broodlac uptc 30 kgs. on average. Since tha yield of sticklac 
averages to 2 2 to 3 tiiaas the quantity of broodlac 

(Phunki) planted^ broodlac use data provide an indication of 
production level as well. Average quantity of broodlac used 
amounts to 13.3 kgs. while average quantity of sticldac sold 
comes to 41.58 kgs. 

Ihose usirxg more than 40 kgs. form a very small ' v ^ 

of the 

fraction of about 1.8 percent/ sai®>le households. In terms of 

money value ^ about one-fourth of the reporting households used 

broodlac worth Rs.lG to Rs,25, whereas about one-third of them 

did mt spend any amount of money on purchase of broodlac at 

all. On an average, however, the households purchasing broodlac 

(about one-fourth) spent about te, 44 for broodlac. Since a 

- did not/.;, 

large proportion of households/respond to this question, oxjx 
results are not so reliable, A crop failure dries up the 
sou3x:e of broodlac and growers are forced to go to the mrket 
for buying broodlac. Given the prevailing price of Rupee one 
per kg. of broodlac this seems to be on the higher side. 
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However, since only about c:_a-fourth of fh^ growers buy broodlac 
against cash^ it is not unlilteiy that they are tbs bigger 
growers^ spending ^ good a:r'Ount on broodlac. Broodlac used once 
lasts for more than one season depending upon weather conditions. 

Ihe nature of ownership of host trees as reported by the 
sample households shows that more than 75 percent hoiiseholds 
owned the lac host trees. The trees with just operated status 
(i-iO. without the explicit mention of ownership by the grower) 
were reported to be in about 22 and 26 percent cases . for per 
and pal as trees respectively. The ownership cf trees was mostly 
private. This is in conformity with the pattern of ownership 
of land on which the trees were standing. There is little 
leasin ' in and lessing out of lac host trees. However, we found 
that next to privately ovjnod trees, host trees on forest 
lands and village coinmon land arc the most numerous, which seem 
to be operated upon without clear-cut legal status. The general 




t product (as known by its inclusion 


privately owned lands, though village coisnon lands and forest 
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The nature of crop that is scrapped from the host trees 

has been a subject of debate since the Lindsay - Harlow 

Committee ^ s Report in 1921- It was observed then that nx)st of 

the growers do not wait for the crop to fully mature and instead 

scrap it pre-maturely as and when they need to sell it for 

getting some cash. Situation does not seem to have changed 

much since. Our sample survey shows that only about 55 percent 

growers scrap fully mat^ared crops. The rest of the growers do 

it in Ari stage itself essentially owing to their iimiediate 

economic needs. : ^ ^ > 

Scrapping of sticM.ac from host trees is followed 

its marteting and a grower household has to take a decision 

regarding whom to sell and where to sell etc. according to the 

limited options he may have - given the organisation of 

- ■ V consm 

collection of sticklac by the pu 3 cchasers and his own/needs. 
Questions were asked of the saitple households regarding the 
place of marketing, agency to which sold^ marl^t charges paidji 
mode of transport etc. The responses with regard to choice of 
marketing place show that about 80 percent grower households 
preferred to sell in the haats. In our sample, no grower 
household imported selling of sticklac at factory etc. However, 
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central tiaats; which have a number of lac manufacturing units 
as well , were reported tx5 be the selling point by about 13 
percent of grower households (Tcible 6.15). The sale of stic3clac 
in the village^ was restricted to about 6,5 percent grower 
households only. The importance of haat^ which is also a major 
centre for economic dealings , shows' that the sale of lac is' 
related to the purchases made by the growers from time tiO time* 
It highlights the subsidiary source of income character of lac 
for the-;gro’t« 3 rS:. . "'i: 

/kbout 90 percent of the reporting grcwef households ■ 
ejjpressed lacikof personal acquaintance alsout the buyers of 
sticM.ac inplying existence of impersonal market relationships 
in , sticlclac trade ; 

: : Distance of the market; plaGe 'from the village was 
reported to be less than 8 miles in about 97 percent cases, ■ 

Ole modal distancrj group from the village to the marketing 
centre was two to four miles with a percentage frequency of 
34 percent, About 17 percent grower houaaholds sold lac in 
the haats within 2 miles from their village. The average 
distance of haats from markets# however# was found to be 
4,33 miles (Table 6.16), 
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Most of the grot-jers (about 75 percent) commute to the 
marlcet place oh' foot (Table 6.17). ‘Ihose using bus and walking 
on foot together were about 20 percent of the respondents. 

Only 3 percent reported using trains etc. Ms reported earlier - 
the average distance of the market place from the village cone 
to about 4,33 miles (one way) implying that on an average about 
3.20 hrs. to 4 hrs. are spent by the growers in commuting to the 
market and back on the market days. The average transport 
charges paid by the growers, however, come to about Rs.0.46 per 
head per market day (Table 6.18) . This is understandable 
because most of the ajjpenditxxre on transport and carriage is 
in real terms* in terms of time spent on commuting to haats 
and back home. 

The most important agency to whom the grower household 
reportedly sold the stick! ac were the Paikars and more" than 
91 percent grower households reported the' sales being made to 
them. Next in the order of inportance were the hrahtias 
who were reported as buyers by 5 percent of the sample 
households. Government agents, rakhiwals and factory agents 
were reported as buyers by i»9, 1.3 and 0.7 percent respondents 
respectively (Table 6,19). However/ there seems to be such a 
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great deal ef .-idxing up of roles among buyers that growers may 

have a tenofency to identify any purchaser as a palka r. HovEver, 
not Withstanding this, liters remain the single largest collecting 
agency for sticklac. Ihie shows some s..rt of a shift in the 
marketing pattern of sticklac by growers from that of early I950s. 

rketing pattern as given by Shri M.B. Ghatage (1953-54) and 
as revealed in our survey ( 1973 ) is shown in the table below: 

: sharhi of vari o us acenciaf^ -in 

assemblin g of sticklac in 


>S1. 

No a agencies 


iihare _ of total Percent, ^Sr^Firowers" 
quantity handleciropor ting selling at 
xn 1953-54 (%) various market places 
1978 survey (%) 


*1 . ^ Village ; (Paikar s ) 

3 . Gentrai Haat s/rirthatiyas 

; 4 O e Pa(2 j|_Q g ^ ^ 


16.9 

44.2 

34.8 

4,1' 


6.5 

80.5 

13.0 


Total 


100 


100 


Sources MB Ghatage: MarJe-tinq of Lai- -in — T 

and Field i.urv e; 7 ' iipa, 197L ‘ 


A comparison between the two is not nr cc-jk!/- j_-i- 

X:* nor pcs&xble as the data 

from Ghatage relate to the quantity o'^ -u n -■ 

SLuanciry o*. produce handled vhereas our 

data show percentage cf growers ' reported selH nrf :i+- 

ojjoi-oeo soxiiny at various market 

Places. Hov^vur, the magnitude of change in the two series is so 

large as to suggest some change i„ the marketing pattern in favour 

Of, increased role of haats and paikars . 


I 
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Similarly in the case of percentage share of purchasing 
agency as well- rhe percentage share of Paihars seems to have 
gone up from 61 percent in 1953-54 to about 91 percent in 1978. 
Sdumultaneously - the share of Arhatiaa and landlords went down 
very significantly from about 35 percent in 1953-54 to 13 percent 
in 1978. The village sales may be to the hrhatias and landlords 
and the haat sales to the paikars. Hence the former decline 
together while the latter go up simultaneously. 

Grower *s response in regard to the quantity of sticklac 
sold by them during the last year shown that majority of them 
(about 54 percent) sold something between 10 to 20 kgs. of 
sticklac in a year. The average quantity sold by our 
saxtple grower-households came to about ^1. 58 kgs. About 7.6 
percent households reported selling less than 10 kgs. of sticklac. 
Only about 6 percent households sold more than 100 kgs. of 
lac in a year. Those selling between 40 to 100 kgs. came to 
about 14.5 percent of the sample households. However, both the 
median and the mode of the distribution, according to quantity 
of sticklac sold, falls in the size groups, 10 to 20 kgs. The 
mean falls in the next size groups, 20 to 40 kgs. (being 29 kgs,). 
The top 40 percent of the households (in terms of lac sold) 
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account for a much larger share of the total sales than the 
bottom 60 percent. However / given the hli^ly non-specialised 
and scattered' nature of lac production^ there are relatively few 
big growers of lac. Sven the largest selling household groups 
would be earning (even at a price of Rs.3 per hg- of sticlclac) 
■only about B3. 300 p.a. She largest quantity of sales reported 
was* after all, 180 kgs. only (Table 6.20).' 

Ghatage reported average deduction by way of market 
charges worth Rs. 1.75 per maund in 1953-54 at secondary market 
\diich was about 10.3 percent of the total deductions made at 
the secondary market. Major deductions ware for quality 
allowances and the total deductions at primary haats and 
villages were about Rs.6«l0 per maund whereas at secondary haats 
total deductions amounted to about Rs.lO. 85 per maund. Our 
survey data - however, shows an average direct market charge 
of the order of Fls.0.47 por market day (Table 6.21). 

The average quantity of sticklac sold was only about 
41.58 kgs. por family household >Aiich was distributed over a 
long period. Therefore, the quantity brought per market day 
would bo very low. Hence average market charges of fts.0.47 per 
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head load may effectively be much higher -than the araeunt paid 
in 1953~54, Th._. direct raarhet charges, moreover, may not be 

the most significant element in marteting, Ihe real cost may 
be high and indirect, if the price realisation is' low. If we 
take the price spread between average export price of shellac 
and the sticlcLac price as an index of growt^rs* shore in lac 
price, (which is very high, as seen elsewhere) , then, it follows 
that the real inarketing cost is on tte higher side.- 

About 62 percent respondents reported paitors as the 
main source of knowledge about raarket prices of sticklac 
(Table 6 . 22 ) . Fellow villagers ranked second and 22.1 percent 
growers reported receiving knowledge about prices of sticklac 
frerii them. It was only in about 5 percent cases that the 
growers reported that they came to know the price through the 
market in an impersonal manner. However , only 36.4 percent 
growers reported advance knowledge of prices. It means that 
the knowledge frcca paikars and fellow growers was largely 
received during the haat period, i-iost of the growers (about 
four-fifths) reported that the majority of traders were quoting 
different prices (Table 6 . 23 ). It brings out tlia imperfection 
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of the haat as a selling place and also highli^ts tte role 
of knowledge about price trends for realising a better price 
by the grower. Since there are weathei^-induced fluctuations 
in the level of lac production and these, in turn, affect 
sticklac prices, it can be inferred that advance knowledge 
of or attempts at forecasting crop level can benefit the 
growers. ;in realising a better price. Our survey showed that 
about two-thirds of lac growers try to anticipate the es^ected 
level of production from their own trees, about jone-third for 
the entire village and a very small number (about 2.5 percent) 
for the block, jk large' number of growers depend on experien*i?e 
and obs'^rvation for making such forecasts (.see Table 6.2‘4}. 

It means they have little knowledge of the expected crop in 
the larger region and price level. They cannot take advantage 
of the market opportunities in the absence of such information 
(Table 2.26) • On the other hand, our discussions with large- 
scale maniifacturers and e:^orters showed that they have access 
to systematic reports from their field staff, traders, agenfes 
etc., on the crop prospects. This gives them added advantage 
over other interests in lac. Thus we found (Table 6.25) that 
for a big proportion of growers- their price expectation is 
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never realised. ; 

The lac markets are /.by and larger ready ca^ markets. 
i:ibout 97 percent of .the growers reported sales against ca^ 
(Table 6,23). Given the facts that only small quantities are 
generally brought to the weekly haats and the need for cash in 
order to buy consumables is an important consideration in 
determining the level and. frequency of release of lac in the 
market/ the system of cash payments is understandable. On the 
basis of our observation of haats and discussions with the' 
people participating in the haats in various capacities we 
would like to point out soma factors which weaken the 
bargaining power of the growers. ^ A mixing up of primary produce 
and consurner goods market links up sale of lac (and other MFPs) 
to the need to buy weekly necessitias, :. A grower sets of f ; . 
from his house or hamlet with a mentally prepared shopping 
list and whatever may be the trend in the market for the 
prices of his produce/ he would like.-' to'.' nake the;, best'. possible^^ ;^ 
bargain on the same haat day. Our survey revealed that about 
two- thirds of the growers hawi no' idea about the prices they 
are going to face in the haat on any- particular day. about two- 
thirds spend all the inconc: from lac on tte purchase of other 
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goods in the same haat (Table 2.23). Sven those who are 
left with sonie cash, (90 percent of them) spend it on the 
purchase of consunption goods on seme other day^ while 10 per- 
cent or so use the sale proceeds for repaymsnt of loans. 

Then he has already incurred the direct and indirect 
cost of transport anc- r£QrkGt ciiarge.3 etc. Taking the goods 
back hoiir^e is not a practical oporon for hxm. n^ll these xnply 
that his reserve price is very low, it is almost any positive 
sxm. We were told that in many cases when a grower is unaible 
to dispose of his produce towards the close of the haat , the 
contractor of the haat or his noiainee arrives on the scene and 
offers a rather low price for the "unsold” stock. The grower 
hardly has any option but to accept the "closing price" offered 
by( the-- haat contractors.. : We were; told that such’ purchases- are^ 
an important source of income for the haat 'contractors. It 
appears from the foregoing that thou^ money temporarily 
intervenes, the real position of these markets is not much 
different from barter. Ttiis laixing up of the produce and 
consumer goods markets works towards weaJeening the bargaining 
power of the growers. Separation of primary produce markets 
from Mats and bringing them. under the purview of Regulated 
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Fiarkets i^ict may help improve irsatters. ■ If a. statutory, minimum 
price is to be offered for sticlflac, a separate produce market 
would help ensure better implementation and effective supervision, 
■Hie present system of visual inspection of sticlcLac brought to 
the market and a casufil off the cuff declaration of its lac 
content also needs to be suitably modified. 

These changes in the marketing pattern are inportant. 

For example, despite the entry of government agencies for 
purchase of sticklac as a part of the bufferstock operations , 
only about 2 percent of the sariple growtsr households reported 
selling to government agencies. Even if some adjustments are 
KBde on account of the limitations arising from the choice ard 
size of the sample (which in any case was proportioned) to the 
area- under forests in each blocks, and covered all toe blocks, ^ 
including the more interior ones ) , as al so f or the poor crop 
of the study period leading to near identity of the market price 
with the support price of Rs. 2 per.; kg* , the entry of gpverranent. ; ; 
agencies cannot bo presumed to have reached axy sizeable nuitiber 
of households. The widespread suspicion concerning re-sale by 
non-growers to government agencies may not be without a basis. 
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^ Partly, this year (1978) rnarket price being closer to support 
price owing to very poor crop, the role of the state agencies 
got lisrdtGd. However given the widely acknowledged fact that 
the butferstock operations started much after the beginning of 
the coop season (in the early days of a season there is a much 
higher arrival rate in the ha^i) , it is only to be es^ected 
that the grower households could not sell their products to 
these agencies :and derive advantage of the higher price offered 
by the Go agencies. In fact, about half the households 
did not evon h^^^ that any support price scheme 

; & by: the goveriiitient • 

Understanding the significance of sales at haats and 
to the Hsikars are important for any efforts at iiiprovlng the 
eystem of lac marketing. The importance of haats and paikars 
arise frem many factors. The sireill quantity sold by most of the 
households, timing and spacing of sales according to the need 
for cash, the merger of consumer goods martet and primary produce 
nerkat, lack of alternaUve buying agencies, tardy progress of 
cooperatives (only 6 percent of the sanpl.; households reported 
having received help from cooperatives) etc., apart from the 
historically given system of weekly haats, are important factors 


behind the importance of the haats and paikars. 


Thcnj lack of 


income earning oppox-tuni ties in the region which induce a large : 
number of people to tafe; to lac marketing as paikars which needs 
no sizeable investments and no highly specific and difficult 
skills also play its part in sustaining a large number of paikars 
(of varying sizes) in lac trade. Being a paikar can be * 
likened to the search for work and income opportunities in the 
so~called informal or petty production sector where owing to 
rampent under-errploymentjf human ingenuity creates all-kinds of 
works, yielding meagre incomes , The army of paikars which one 
can witness hovering around any haat j then, is only a syirptom 
of a sluggish economy in terms of generation of employment 
opportunities. Strengthening the lac economy, by its 
scientific production, ensuring adequate returns, its processirg 
by the local under-employed population and setting up of small 
scale industrial units based on lac and other MFPs should form 
parts of an overall., /integrated strategy, of boosting the economy 
of the region. 


- Distribution .of Lac Grower Households 
according t o religion *' 


S/"TOo 

Religion 

Percenta; 

'a-l : 

O 

' ''s; 

1. 

1 ^ Hindu-, • : 

52.4 


: ri,,stiah/' ■ : 

' : ''4 .8 

" ''''S'*'' 

; Huslias: ;'h 1 

0.6 

4'- 1' 

Tribals. 

65,1 

•S,:; : 

'Others, ' 

,7.1 


Total 


lOC.OC 


* Our fj.old G.xperience showed t]jat some of t’^^es'e reli'^inn 
are^overta..ing. Soma or titso tao report 
viiriSGians, Hindus and "others'' on fnirther 
questioning call themselves "tribals" as well. 


TABLE ; 6,2 


Percentage Distribution of Hogseholds 
*” ' ac cordlrig to family size 


S»No.«. 

Fam ily Si ze 

Percentage of 



Households 

1 

2 : 

3 


1* 

0-3 

5.0 

2. 

3-5 

21.5 

3. 

5-7 

35.0 

4." 

7-10 

19.7 


More than 10 

18.8 


Total 

100.0 


Average family size - 7 .53 



TA:3LE s 6.3 


S .No « 


1 


1 . 


S ex-wise 'Dercentage Distribution of 
Ti'a.milv members in t he Sample 
. . . HCTisel iQlSF " ~ 


3er Percentage 


3 


Male 54,7 

45.3 


2 


Female 


I 


TABLE : 6.4 


Pe rcentage Bis tr lout ion of gamllv Members 
in Sample Households according to 




S.?To. 

A?e Group 

Percentage in 


(Yrs.) 

Total 

1 

2 

3 


1. 


0 - 10 

27,1 

2. 

*■ ■ 

10 - 18 

12.7 

3. 


18 - 60 

58.0 

4. 


60 and above 

2.2 



To1al 

100. c 
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Peroentaa;e Distribution of . 

Members of Grower 


Housebolcls accqrdin'?: to..r 

ducationai lever 




S»Ho. 

Education 

Percentage in 
Total 

1 

2' 

3 ;..T, 

1. 

Teclinica]. 

0.6 


Secondary 

1.4 

3. 

liiddle 

7.4 

4. 

Primary 

14 .8 

5, 

Illiterate 

75.8 


;; e 1 Total"' ; : - i : 

100. Q 
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Workers/?j'on-\vorkers as' percentage of members 
of Sample Grower Households 


S » 0 # 


!'7ork Status 

Percaitage to Total 

No. of Members in the 
Sample Haiseholds 

1. 


Workers, 

40.6 



of uhora 

a) self -sraployed 

37.7 



h)wago earners 

' 2.9 

2. 


i'lon-aforlcers 

59.4 ^ ■ 


Total 100 .0 



■ ■■ ■, 

T...i3L.a s 6 .7 


Percenta ^^e Distribution of 'Kaiseliplds acco r ding 
to til 6 source of Fajiiiiv ingonie^ic 


S.Ho 

S.No 

. Source of 

Income 

I'l o . and P '3 rc e nta %e. 
of Hous ehclds 
reporting major 
source 

ilo. and Percentage 
: of Houseliqlds 
reporting minor 
source 

1 

■■ 2; 

.•''3 

4 

1. 

Land 

141 (83.93) 

14 ( 9.21) 

2. 

Labour 

18 (10,72) 

11 ( 7.24) 

3 , 


0 

32 (21.06) 

4 , 

Labour and ii7?s 

2 ( 1.19) 

17 (11.19) 

: s, : 

Livestoclo 

- 

39 (25.61) 

6 . 

artisans and 
HandlGrafts 

4 ( 2.33) 

8 C 5.27) 

7. . 

Business 

.3(1,^^^^ 

7 ( 4,61) 

8. 

Labour, M'^Ps and' 
Lives toclc 

■“ ' 

24 (15.79) 


Total replies 

168(100.00) 

152(100,00) 


* Sac Text for definitions and explanations. 




pi?' r I ftition of* accordin 

{vir” age '^Quantl-bv of itRiricul ^Zal^ 

’ SloSgMon 


ty 


Quantitv in , percentage of 
■’ Maunds Households 


Belou 50 

52.2 

51-100 

23.3 

101- 200 

9.2 

201 - 300 

6.7 

301 and above 

8,6 

Total 

100 oO 


i.'voragej 63 • 11 maunds per annum pei i amily * 


PercentaR'3 Distributio n c f Households accordi3a,g: 
to var ietle^s of crops grown 


S.IJo. 

number of 
Yarities 

Percentage of 
Gr ow ing Hou se - 
Holds 

1 ■ 

9''. 

3 

1. 

One 

81.3 

: 2 . • V 

■Two 

.9.4; ■ 

a. 

Three 

1.3 

4.' • 

Four 

1.9 

5:. 

FiYG 

1 — 1 

CO 

6. : 

■ Six 

3.0 


Total 

100.0 



TABLE ; 6 . -10 


Percentr-'.-'o of Her 

lortins .Households 

accorci.i’ns to source of 

inputs 


S.Ho. 

Input s 

Hired./ 

Bough t 

Provided 
by itself 

Total. 

1 a 

Labour 

21.2 

78.8 

100.0 

2. 

Iraploment s 

25.6 

74.4 

100.0 

3. 

Seeds 

10.1 

89.9 

100.0 '■ 

4. 

Fertiliser . 

12,2 

87.8 

100,0 

5. 

Drought 
iinimals . 

23.7 

71.3 

100.0 
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S.No. 

**••***«("* 

1 

1 . 

2 . 

3 . 

if. 

5 ■ 


Table Ho. 6. 11 

Percentage distribution of households 
selling goods ether than s tic klac 



Major Goods other than 
Sticklac Sold in the 
Hatt 



Minor Forest Products 


Cereals 

Vegetables 

Handicrafts 


Others (including 
pou3.tr7 produce, dairy 
fishery , impienvents etc . 




Percentage of 
Household 


3 

53.7 

15.7 

3.2 

1.9 

25.5 

100.0 
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Table Md.6.12 



Percentage of households according to 
the ovjnership of the type of . host trees 


3 .Ho. Type of Host Tree percentage of 

Households 



•K' ' ' *■ 

1 . ’Kusum . , • 12.0 e; 

' ' ■ ' , ■ , ■ ' ' ■ ■ ■ ' ■ ■ . . ^ ^ . -e . , ' ; , " . ' 1 ■; 'f;| 

2. : 'Ber ^ ^ 

;| ■ ' ■ ' ■ ' . • ' p ^ 

ll, 3- Palas P b2.9; p^h ■ h ' 



Note; t)ince a iiousehold oiay own more than one type 
of tree, the total will exceed 100. 





Table Ho, 6 


Percentage distribution of grower households 
according to quantity of broodlac used 


S.Ho. 

Quantity 

(kg.) 

Percentage of 
Households 

1. 

Up t o 2 

8.1 

M : r '-y : 


26,2 ', V- ■' ’ 


5-10 

18.0 

If. 

S' S' S;"'.b .1 

0 

cv] 

1 

0 

23.4 


20 - 30 

12.6 

- ■ 1 y 6 V 

lI'v'uSSsS 'S:;;SvS-,y.'; V ■■ 

30 - 4 C' 

9.9 

7 . 

4 o and above 



Total 

100.0 


Average quantity of 

broodlac used = ■^3.3 Kg. 
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Table Mo »6. 14- 


■***«"• • , • ’ 

Percentiage iistilbution of 
according to the expenses 

grower households 
incurred on broodlac 

' '! 

S • I'*! 3 «* 

Expenses on Broodlac 

percentage of 1 


in Rs . 

Households 

1. 

ProYided by himself 

8*9 '''"-i 

2. 

Upto Rs . 10 

'■ ' "" i 
" '"'•• , '■'•■ ■ ' 1 : 

3. 

Rs . 10 - Rs. 2^ 

6.6 : ' r? 

if. 

Rs . 25 - Rs . 50 

2.4 

5- 

Rs. 50 - Rs. 100 

.6.0: . ;;d 

6. 

RS.1Q0 - Rs. 200 

■ I:v8 : ; ■ 'h 

?.■ 

aboYe ‘ 

- ., 1.2 i 

8. 

Hon Response : 1 

73.1 

■" • ■*** 




• Total ■ 

100.0 '■ : 

. . . . . .: .^. . .. 








T/J3LS. j 6.16 


Parcentage Distribution of Ir-ower ousoxiolds 
ac cor (Ting to Place of market lii? ^ o f stickla.c 


S,Ho. Place of Marlcetini:'^ • Percentage of 

I-Touseholds 



1. Village 6.5 

2, Haat SO. 5 

3, Central Haat 13,0 

4. Factory or. others 


Total 


100.0 
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RoTDortod :*verage Distance of Imats = 4.33 miles 



Percentage Dlstrlba .slon o f Koiisehoia. according 
” to Tnode "of t r ansn or t used f or haats 



O' m O o 

Mode of Transport 

Percentage ■ 
Household 

: '1 ■ ' 

2' 

3 

1'. 

Foot 

75.1 

2. 

Bis/Truck 

1.3 

3.; ; ■ 

3a s and Foot 

20.3 

4. 

Train 

3.3 


Total 


100.0 


Table Mo. 6,1 8 


percriiita-'e lie crib utijn of groear 
households according to transport 
: charges paid 


S .Mo 


Transport Cha rge s 
Paid (Rs . ) 


Percentage 
Rous eh old 


Up to Rs . 0.50 


6 Q .9 


0.50 to 1.00 


32:.6 


1.00 & above 


,.S^ «' J 




Total 


100.0 


Average transport expenditure 13 ?- 
a grower households = Rs. 0.4-6 



of 






■I 



m:3LB 


S . 19 



?o re eiit sA c D.l 5 tribiit ioii: o; 

P Grower Haiseliolds 

accordirsp: to bhe aJ^encY' to 

OThom 3g,les are made 

S.No 

Salas are made 

Percentage of 

G-r ou 'Sr 3 on s eh c 1 d s 

1 

' ^ . ' ■ 

r\ 

•.:,3 

1. 

Paikar 

90.9 

2. 

Raldiiwal 

CO 

• 

H 

3. 

*i.rlaataa' ^ 

5.2't 

4. 

Factory Agents 

0.7 

5. 

Govorment Agents 

1.9 


Total 

100.0 




T^VBL'S 5 6o20 


Percentage Dis tr ibut io3 

1 of G-rovror Households 

f^^antijrf of S' 

blG_klac so] 

[4 


S.No. 

huant ity 
“( Eg. ) 

pGrcoritage ilous ohold 

1 

2 

■ 3 


1. 

TJpto 10 


7,6 

7.G 

2. 

1C - 20 



53, 5- 

.'O 

' 20 - 40- 



8.8 

/I 

t Of 

40 - 60 



7.6 

5. 

SG - 100 



.6.9 ■ 

,0; ^ „ 

3-00 and above 



5.6 ;■ 


Total ■ 



100.0 


1. .iVoragG quantity sold by a grovror household 

. : : 4l,.53;:]cgs. ; ; ' i . .v \ 

2. hvorage rjuaatity of sticklac sold by house- 
holds having more than 1' 0 mauncls of 
agricalturai production ; 77.6 kgs. 
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Table No .6 .21 


Percentags distribution of grov/er^ 
households according^ to ' the marKet 
charge paid, on each day lac brought 
to the mai'ket. 


S.No, 


Market Charges 
Paid (Hs.) 


percentage of 
Households 


0.00 to 0.25 


36.8 


0.25 to 0.50 


4o.O 


0.60 to 1.00 


1 .00 above 


21.1 


Total 


100.0 


Average market charges paid Rs. 0.^7 






SOME IMPORTANT IKFQRMATIQM ABOUT GBOl/CSRg 


a. Percoiitago of grovver ho useho3-ds reporting same prices 
being quoted 'by majority of traders ~ 22 percent. 

Percentage of grov;er households : reporting diffei*ent 
prices being quoted by majority of traders 78 percent. 

b. Percentage of growers reporting sale against Cash 
only - 97 percent. 

Percentage of growers reporting sale against other 
than Cash - 3 percent. 

c. percentage of growers reporting. advance knowledge of 

prices “ percent. - 

Percentage of growers reporting no advance knowledge 
of prices'- 63.6 percent. 

d. Percentage of growers reporting knowledge of Government* 
support price scheme - 49.4 percent. 

Of Government no knowledge of government’s support 
price scheme - ^ 0,6 percent. 

e_. Percentage of households reporting all the income from 
iac' be' being- spent in the market on purchase of other goods - 
64.7 percent. 

Percentage of households reporting all the income from 
lac not being 'spent in the market - 35*3 percent, 

f) Percentage of households spending remaining cash on 
household consumption - 90,1?S 

Cash on repayment of loans - 9*1 percent. 


g. Percentage of grower households reporting help from 
cooperative s«oieties - 6 percent. 


Perc Gnb af^e Dist r ibution of Grcawer Household 
accordi ng, to area” for which crop forecast is m ade 


3. Ho. 

.i'.i.rea 

Percentage of Households 

■ 1 

2 

3 

1. 

lor own trees 

65 .0 ’ ' 

2. 

For the Y illage 

32.5 

3. 

For the Block 

2.5 


Total 


100,0 



PerceiitagG distribution of growsr households 
according to the . frequency of the realisation 
of price expectation 


S.No. 

^ .o’-* ,1 . a 

Frequency 

Percentage 

Household 

1. 

jO-ways 

2,8 

2. 

Often 

ifO.^ 

3. 

Rarely 

2.1 

h. 

never 

5^.6 


Total 


100.0 


Table Mo. 6,26 


percentage distributiDn of grower 
households according to the source 
of Vaiow3-edge about the nature of 
current crop 


•**#****‘**“*“** 

S.llo. 

***•»""#**"* **“» *““tt*^* 

Source of Knowledge 

Percentage 

Households 

1 . 

Observation of 
weather conditions 

16,8 

2. 

Growth of broodlac 

19.2 

3. ■ 

Experience 

9.6 

4- • 

Guess 

18.6 

5. 

Ion-response 

35.8 

■tm* *<»W' ^ 

Total 

100.0 



?H bIe Hd»6.2‘? 


Percentage distribution of grower households 
according to the .frequency of the realisation 
of price expectation 


•****«*" 

S.Ho. 

Fre quenc y 

percentage 

Household 

1. 

..U-ways 

2.8 

2. 

Often 

4o.i+ 

3. 

Rarely 

2.1 

if. 

Never 

■ ■■ ■ 5^.6 




lo al 


100.0 


Table Wo. 6.26 






CHAPTER - VII 


LliC PRICES, IvfiRKETmG rtim IPlBiiCT 
OF PUBLIC POLICY 

There have been rapid and wide fluctuations in the 
prices of sticlclacf seedlac and shellac. A product with 
fluctuating production and demand can well be expected to have 
volatile prices. The past record of price fluctuations may 
itself lead to uncertainties about prices, causing still further 
price movenKsnts. A study of the price movements,; which follows, 
may also bring out the role of the organisation and structure 
of lac markets in giving a further if illip to the price movements. 
Moreover, given the price behaviour it also follows that ngne 
of the policies followed by the goverranent have contributed 
towards stabilisation, of lac prices. 

T^^ analysis of relative prices of sticMiac, seedlac 
and shellac has so far been handicapped because no all-India 
average price of sticWLac was available. Attempts at 
comparison of these prices were based on the prices of sticldac 
prevalent in some selected markets. But given the largo 
differences between the sticklac prices at different ^c^ntres 
(see chart lowing such differences) , it was essential to 
arrive at an all-India yearly average ' price, of sticklac. 


15 ? 




We have constructed such .a price.-, series ^or -l§69 to 1978 ( see 
note on Methodology at the end of the chapter — Appendix-I) • 
This series shows that sticlclac prices have varied a great 
deal during the period ranging from Rs. 141. 9 per quintal in 1969 
to Rs.1808 in 1974 (see graph showing percentage change in 
prices of sticklac) the weighted average price for the period 
comes to Rs.583 and the average annual prices are scattered, 
widely off the mean (Table 7.1) • Even if the obvious ly^ the. 
difference between the highest and the lowest annual price 
woixld be of the order of over 200 percent. The annual rates 
of price rise over the earlier year (Table 7.1) show large 
changes in both directions ranging between 232 percent and 
25.23 percent on the positive side to almost 80 percent and 
19 percent on the negative side. 

The sticklac prices vary not only from year to year 
but also within a year. If we look at the sticklac prices 
over the foxir quarters of a year separately from 1969 to 1978 
(See Table 7.3 and 7.4) ^ we note that, except for the steep 
rise of 1974 followed by a big fall in the following year, the 
second quarter generally records the lowest price* In terms 
of lac seasons, we again find that generally during Baisakhi 
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(the nn. St important crop)i sticklac sells at the lowest price 
(see Table 7.5). It can be seen that from August to June there 
talfia place the bulh. of mar feat arrivals. Normally the arrivals 
during the period exceed 40 percent of the total (see Table 4-A) . 
Baisaldii prices are hi^or than those of other crops only in 1975 
when they decline from the all-time high of 1973—74 Aghani crop. 
The highest price normally obtains in the last quarter, during 
the marlketing season of Kusumi crop. Thus irrmediatoiy following 
the peak levels of the Aghani crop (continuing upto March) from 
j April onwards there starts the period of relatively low prices, 

giving a sharp turn oto the price movements. 

The analysis of sticfelac price movements brings out ^ 
that these prices are not only unstable from year to year but 
within a year also there are fairly wide seasonal fluctuations. 
Moreover, prices are at relatively lower levels during periods 
when the market arrivals are relatively heavy - 

However, more inportant aspects come to the stirface when 
r the sticklac prices are studied in relation to seedlac and 

shellac prices (both Calcutta prices of shellac and unit value 
realisation from lac products, mainly shellac, which can be ta3<en 
to be the international prices fetched by Indian shellac) . 
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SeedLae and shellac prices (Table 7.1, 7.3 and 7 .4) also 


^ow the saiwa feature 


to year fluctuations, generally rising trend upto 1974 and 


year vhich covers the BaisaMii crop ( though with less regularity 


Uni t value prices o shellac { along with a small quantity of 


from the following graphs showing annual percentage changes 
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intern itional price) fens t proceed in te..-ms of price spreads 
betweens 

1. Stic3<lac and seedlac prices 

2. Seedlac and shellac prices 

3. SticlOLac and shellac (Calcutta) prices 

4. Sticklac and shellac (unit value realization in world 
marhet) prices 

5. Shellac (Calcutta) prices and Shellac (average e^^ort) 
prices. 

We also compare the shellac itiinimiam exports prices (as 
fixed by the government from time to time) and the average value 
realised from shellac exports, hs we shall see/ these ' 

comparisons bring out many important features of lac economy, 
particularly itc ^ 

!rhe spread between Stic M.ac and seedlac prices have 
varied a great deal since 1969 - from the low of Rs.48.80 per 
quintal in 1969 to Rs.505 per quintal in 1974. (See Table 7,6 and 
graphs I & II). The negative difference between sticldac and 
seedlac prices during the first quarter of 1978 arises becaxase 
during the quarter bulk of stick! ac sales are of the Kusumi 
variety which is a very high priced grade while seedlac prices 
refer to old stocks made, from inferior-, -grades. 


The price spread heaps rising upto 1974 j, when the 
level rises to Rs.505 per ’quintal . In percentage terms, 1975 
records the highest-level of 52 percent, lifter 1974, the 
price spread starts declining and in 1977, the seedlac price 
was about 2.7 percent higher than sticklac price. It follows 
that when seedlac prices started rising from 1972 onwards, the 
stichlac growers could not obtain a fair share . During 197 6 
and 1977 when lac prices came down, the price spread between 
stic&ac and seedlac narrowed down. 

^ between seedlac and shellac prices 

show lesser variations than that between sticklac prices and 
seedlac price. Except for about Rs.70 and Rs.76,5 differenee 
during 1969 and 1970, the price difference during the ^ ^ ^ ^ 
siabsequent years has ranged between Rs.lOO per quintal in 1971 
and Rs. 227 .5 in 1973. The years 1969 and 1970, which had low 
absolute difference, show relatively high percentage differeiice 
wh i le it is the other way round for the period 1973-1975, ^dien 
the price of lac products were rising. These price 
differential. s show that the cottage sector seedlac units too 
are in a position saaewhat similar to lac growers in as much 
the 'pride spiead between ^ seedlac and stellac moves largely 
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to the advantage of the oxiporters. When shellac prices rose 
substantially, the seedLac prices did not show adequate rise 
to keep pace with themi resulting in large absolute price spread. 
It shows the strong hold of the e^^orters on the lac market 
(see Table 7,6 and graphs III & IV). 

Average annual sticklac prices and Calcutta shellac 
prices also show large and fluctuating price spread. Obviously 
in absolute teCTs this difference is the sum total of the 
difference between sticklac and seedlac prices and seedlac and 
shellac prices. Hence the trend we have already obsesrved can 
be seen in a sharper form in the case of the price spread under 
discussion (see Table 7.6 and graphs II & VI), While absolute 
spread was the highest in 1974 (a year of very sharp price 
rise) , the percentage difference was : the' highest -in 1975, ' In; ■ 
the beginning of the seventies i the spread was around Rs.llS to 
Rs.132 per quintal, lately the spread has been around Rs.200/~ 


por quintal. Wo find (Table 7.6) that upto 1972, the difference 
between seedlac and shellac was ■ larger . than that between 
sticklac and seedlac prices but after the beginning of rising 
trend of shellac prices during 1973-75, the shellac -seodlac 
price spread became smaller than seedlac-sticklac price spread. 
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During 1977 ^ the shellac-sticklac spread became substantially 
higher than seedlac-sticM-ac price spread. If processing costs 
were of decisive importance in the size of price spread^ one 
would not have seen siach volatile b:,haviQur of price spread over 
a period of about a decade. ' 

The price spread between annual average price of sticklac 
ta price of shellac tells only a limited story ^ 
e the Calcutta shellac prices differ widely from the 

tional prices of 

at different 
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in 1975-76. During tte last two years, t'ley have been around 45 
percent of the unit value realisation. In working out the 
.prices which the lac trade is in a position to pay to the growers 
of stick! ac, one finds that generally it is the Calcutta shellac 
prices which are worted backwards. Since what the ejcporters 
obtain is reflected by the unit value realised and owing to 
fairly big gap between Calcutta shellac prices and international 
unit value realisation, it is the latter which pru vide a 
reasonable basis for comparison with sticklac prices* 

Tables 7.84 7.9 present data concerning international 
shellac unit value realisation and sticklac price spread. This 
price spread was as low as Rs.183.8 in 1969-70 and was as high as 
nearly Rs.1570 in 1974-75. Within this wide range, there 
been a good deal of fluctuations in the level of price spread 
between the primary and terminal price of lac. The percentage 
share of sticklac prices in unit value realised xn export 
markets has also varied a great deal from less than 30 percent 
during the last three years or 50 to between 50 and 60 percent 
during the first half of the seventies. In 1969-70, it was at 
a Icwl of 43*6 percent* . ^ 
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During periods of high and rising prices the sticKLac 
growers have fared better than they did during periods of low 
and falling prices. It inplies that when the going is not 
goorj in lac trade < the brunt is borne by the sticklac growers 
the wea]taast link in the chain. 

So far we have discussed the differences between the 
prices of lac at its different stages of production. In the 
accompanying three graphs we show the annual and quarterly 
average prices of stidclac^ seedlac (Manbhum BaisaMii) and 
shellac (Lemon I) from 1969 to the first quarter of 1978. As 
ha'TO seen, though the price spread differs from time to 
f the direction of the movement of these prices shows 
similarity. The fact that these prices move in the same 

.ion^ though with different magnitude s shows that while 
economic and market forces ma3?e them more in concert, 
are many factors \Niiidhi affect the actual size of the 
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graph depicting these raovements ) , If we try to see- the 
association between sticjklac prices and exports find that 
while over some periods the two move together, during others 
they behave differently. Moreover, while prices index over 
this period has gone up fran 100 in 1969-70 to over 176 in 
1977-78, the index of exports has corns down to about 40 from 
the same base with production index also moving down, to 86* 
There is relatively lesser movement in the level of exports 
since 1972, while the amplitude of change is relatively small 
in the case of production since 1974, Price changes/ on the 
other hand, do not show any clear evidence of .reduced 
fluctuations. What one is led to infer from the above 
observations is that sticKLac prices cannot be adequately 
understood in terms of normal demand-supply-price interaction. 
Then, there is the problem of understanding the extent 
of differences between the prices of sticlclac, seedlac and. 
shellac (Calcutta & average world marhef) prices and the 
changes which took place in the' price-spreads. The non- 
systematic movements in the price-spreads suggest that they 
are not particularly affected by the conversion costs from 
sticKLac into seodlac and then into stellac. We did not come 
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across any evidence of any significant change in the lac 
technology or changes in factor prices daring this period. 
That means that on technical considerations alone, the price 
spread should not have varied so much over the period. Then, 
supply and demand factors ^ould affect sticklac , seedlac and 
shellac in almost identical manner, because the demand for 
sticldLac and seedl ac is derived f ran the demand for shellac , 


Similarly, the supply of sticlclac, seedlac and shellac also are 
closely inter— relatad. Hovjever, we can see (see the graphs 
showing the price spreads together) that the tliree price spreads 
behave differently. The price spreads and the changes they 
underwent cannot, therefore, be adequately understood in terms 
of either technical factors (cost of conversion) or .'though the 



interaction of demand and supply factors 


Iheir levels 


unil:, price realised from them. 


As far as the technical basis of the price spreads is 
concerned/ it must be stated that it depends on the cost of 
conversion. We have seen earlier (in the chapter ..on lac 
production) that 42 to 50 percent conversion rate generally 
assumed between stichlac and shellac is an under-estimation. 

In fact/ the cost calculations we found in various docunents 
on lac are impressionistic based on information provided by 
the concerited interests. It is very important to carry out 
a systematic study of the cost structure of lac in its^^ 
different stages. 

Hence with the presently available information/ it is 
not possible to attempt systematic evaluation of the size of 
price- spreads on the basis of data concerning the cost of 
processing sticklac into seedlac and shellac. Hcwever/ the 
extent of changes in the size of price- spreads suggests, that 
there cannot possibly be much of a consistant technological 
basis behind these changes in the size of price spreads. Nor 
can prices of inputs going into se'edlac and shellac production 
(labour cost being the most impoirtant cost element) be 
assumed to be moving so frequently anfi, so widely as did the 
price spreads. 
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Given the inability of cots of conversion and demand- 
supply factors to account for the sise and changes in price 
spreads , it seems reasonable to tjry to understand them in terms 
of the structure and organisation of activities of lac growing, 
marketing processing and ejiports. Wo have already discussed 
the socio— economic profile of lae growers. Let us now turn to 
lac marketing and processing to see if the price spreads 
determining relative shaires of various interests in income 
arising out of lac can foe better understood through an exercise 
of relating the size of price spreads and their changes to the 
marliet s true tiara and the degree of its perfection. 

Marheting-. of lac starts from the growers cind extends upto 
the eagaorts of various kinds of lac products. Enough is known 
about the structure and organisation of lac marketing, which we 
have put together in the following pages*. It is based on 
various secondary sources and discussions with informed people 
and oajganisations concerned with lac. In addition, we conducted 
a detailed survey of a sample of haats and various types of 
traders operating in them in the three districts, on the basis 

,*An , Interim Note on Lac Marketing was. forwarded to the Ministry 
of -'Homo. /affairs in hpril, 1978,, and ‘to the Chh^^tanagpur and 
,,;^;;;:iSp,ntbh3f"^ragana Regional Develoianent Authority, Ranchi. 
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of which we not only have a more upto-date picture of the 
system of lac marketing but can also have an idea of some 
approximate quantitative relationships involved. In the 
following , we highli^t the role of market structure and 
marketing practices and important changes which have come about 
in these matters lately. Since our conclusions are based on a 
sample survey oh one particular haab day * the information 
thrown up can only be considered indicative of trends rather than 
represent well-established and precise : relationships. 

Ihe first point in lac marketing is either the village 

itself or the weekly primary haats. The village itself no 

longer remains an important sales points for lac (with about 

6.5 percent selling lac there) . The major, sales points for 
are ' 

lac/primary haats which serve a cluster of villages. Our^^^ ^ 
Survey showed that while about one-fifth of the haats served ■ v 
upto ten villages and another one— fifth between 21 to 30 
villages i about three-fifths of the haats served between 10 to 
20 villages. There were very few haats which were the market ' 
centres for over 30 villages (See Table 7.12). These bigger 
.ha,-=tta may well be considered central haats. Our data suggest 
that a large ntmnber (about 53 percent) of the primary haats 



are located within ten Icilome ter s of a central haat. About one- 
third of the haat s are within 11 to 20 kilometers, of a central 
haat . only about one-tenth of the, haats are remote in the sense 
of being within 7.1 to 30 kilometers of a central haat (See 
Table 7. 13), 

Another interesting feature of the location of baats is 
their distance’ from a seedlac and/or shellac factory. Only 

about 4 percent of the haats do not have a lac processing factory 
within 40 hilome^^^ About two-tbirds of ha^^g, have lac 

processing factories within .20 hLlometers j with a larger fraction 
being located within ten kilometers, ^of a seedlac/shellac factory 
(See Table 7 • 14) . Given the scattered nature of lac prodioction, 
small size of villages / hilly ; terrain and low le^l of per 
:capita^::income/;^;ihdicatihg':;iow;levei:;;of:vpurchasi^ 

number of primary haats and their scattering around central haats 
and lac processing factories do not seem to be inac3equate. As 
we have seen in the Chapter on the Socio-Economic Profile of 
GrovRsrs^ the average transport expenditure per household comes 
to about half a rupee per haat day- , Since most of the growers 
#alk to the haat (about three-fourths) the main cost is physical. 
As we have seen earlier, the average reported distance of a haat 
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from a growers ’ rosiclaace is 4.33 miles. Only about ona~fourth 
of th.e households report having to travel more than 6 miles 
in order to reach a haat . No wonder that about three-fourths 
of the growers walk on foot to the haats » Since most of the 
growers (over 80 percent) sell their sticklac in the primaacy 
haats and another 13 percent in central haats, it can be taken 
to be. another indicator of fairly convenient location and in 
adequate nunters of primary haats. 

In fact, the data concerning inf ra-structural facilities 
available at the haats, like a good many of them {over three- 
fourths) being located within 5 kras. of a railhood, all of them 
being within 3 kms. of pucca road with a&r 80 percent baing 
within one kilometer of it, also indicate that the physical 
and' infra— structural bottlenecks: cannot he considered, significant# 
With a good deal of investment under: t^^ plans on these heads n " 
and a good concentration of mining and industries in these areas 
except in Palamn, the physical facilities cannot be considered 
big .bottlenecks. However our discussions showed that parts of 
Palamh district lag behind in these facilities. 

Sben, who benefits from these facilities and in what 
proportions are different questions. Roads, railways, ban3cs, 
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close enough, location of the Block Development Office, bring in 
some higher order central services for an important, activity 
life marketing. But this by itself is largely a facilitating 
factor? as far as the sharing of these facilities is concerned, 






■I-' 


5 


much depends on the structure of economic activities and the 
relative position of different participants in economic 
activities. Lac marketing can be no exception to this rule. 

In the early phases of development efforts* emphasis was largely 
on making certain facilities available. Now that some^^ 
appreciable progress seems to have been recorded on these matters, 
the issue really becomes one of relati®-e impact of these 
facilities on thevarious interests- Our analysis of price- 
spreads has indicated the relatively disadvantageous position of 




a large number of small lac growers continues to remain xmchanged 


haats are not only multi-product haats but in fact* are 


other important social roles) of the feeder villages with each 


other as well as with the rest of the region and wider area 
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are labour and, to a lesser extent, money and credit. These 
haats are major commodity and produce marlcets covering fxnal 
consumer goods, intermediate products and capital gouds. They 

are also cattle and bird markets. 

The role of lac in these perio.dic (weekly and/or bi-weekly) 

haats has to be viewed in the context of the mixed, multi- 
commodity nature of these markets. For exaiflple, lac transactions 
constitute only a small fraction of the total turnover. While 
many of the haats are «owned" and %i3naged« by local bodies, 

about 40 percent of our Sample''' haats^ a^^^^ subject to auction to 

haat contractors who are supposed to provide some facilities 
and levy some market charges from tte sellers. |formcdl^^ 

term of such contracts is one year. : 

According to our- borvoy the average auction value, of tl^^ 
sample haata .amounts tc K.5737.45 per term. About 27 i?ercent of,! 
teats had auction value upto «s. 500 and another 27 percent paid 
auction value ranging between Bs.500 and 18.1500. About 36 per 
cent paid auction charges ranging between Rs.6000 to B.2S000 


(See Table 7.15). 

Since only a small fraction of the turnover can be 



of the size of turnover of the haats . Lac turnover is only a 
small fraction of the total turnover. Table 7.16 presents our 
data regarding the range of turnover of lac in our haats . We 
find that about 75 percent of thvJ haats have lac turnover of less 
than 60 metric tons. The 1978 data are on the lower side owing 
to a rather poor crop that year. The average annual lac sales 
per household at 41.58 hgs. also indicate that earnings from it 
are only a subsidiary addition to the income of the growe rs. 

If all the four lac season mar Ice t arrivals are spread over 40 
weeks a year, the average weekly sale of lac per household will 
be about one liilogram. However, it is clear that lac is only 
one of the many commodities which are traded in the haats « Hence 
generally it is difficult to pinpoint someone as an exclusive 
lac seller in a particular haat 7 everyone sells a few commodities 
and buys a few others. We have seen that over half the number 
of grower households sell other MFPs than lac, about 
15 percent cereals, 3.2 percent vagetcsbles, 2 percent crafts and 
about a fourth miscellaneous goods like poultry products, dairy 
products, fish, implements etc. We have also seen that about 
two-thirds of lac growers spend all their earnings from lac on 
a haat day on the purchase of other goods on the same day- We 
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have also seen that 90 percent of such spending is on household 
consunption goods, iinother dimension of the organisation and 
working of haats refers to the marketing costs. Impart from 
transport charges* the other element of direct marketing cost 
relates vto market charges levied from the sellers of various 
commodities. Whatever might be the legal position* we found 
that market charges differ from haat to haat. Our Survey of 

growers showed that the average market charges for lac for a day 

about v 

coiite to/47 paise. Hie direct marlcet charges do not appear to 

be heavy and even if regulated markets are introduced* it may be 

difficult to bring them luwer. dhe real cost of marketing 

in the haats are of a different type. Our discussions with 

various groups operating in the haats showed that the market 

charges may not constitute the main source of earning for the 

market contractor. 

Owing to the mixing up of produce market and consumer 


goods market in the haats (being the most inportant contact 
point for the dispersed primary sector rural population with 
the rest of the economy) * and the distance covered by the 
growers to reach haats . the growers have very low retention 
price. This is because they need cash to ■ buy their necessities 
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and thu cost of talcing baclc the pjroduce and bringing to a 
different haat or to the san^ on a different ha^ day (both real 
and money cost) may be too much in relation to the gain by so 
doing. Hence the part of the produce which they are unable to 
sell, they part with at throw-away prices. This reduces their 
earnings from, their produce and increase the effective i^ost of 
marketing. 

This general feature of the weelcly haats is important in 
the cas« of lac as well. We have seen that 90 percent of the 
lae is sold by the growers to the paikars . This does not refer- 
to the unsold quantities which they have to part with on the 
basis of their low reserve price to agent of marlcet contractor, 
arhatias , raMiiwals , etc.. Compared to the situation in the past 
(as discussed earlier), the importance of the arhatias is how 
reduced and that of paikars increased. 

In our survey of haats, we tried to ascertain if there 
ate any identifiable dominant buyers of lac. Though it was a 
difficult question to evoke adequate response , we found that 
for over sixty percent of haats we coixLd obtain a list of 
dominant buyers of lacj the number., of such buyers ranging 
betwsen 2 and 14 with two haats retujcning an unspecified number 


in the form of "factory agc-it?/" from a nearby town. Thus^. there 
is reason to telieve that among the paihars there is a fair degree 
of variation in size, ranging from the big, well-known paikars to 
any person of small means who tries to earn some money by trading 
in lac. In a situation of shortage of income and work, opportunit- 
ies, many small wrk opportunities attract a lot of floating, 
stirplus manpower. We have seen in our visits to the haats 

evidence of such small, non- specialised paikars buying lac when 

/^few oi:)portunities for trading available, 
it seemed to offer coitparatively good returns, or was one of the,/ 

Our survey of a sample of traders included paikars as well. 
We found (See Table 7.17) that per kilogram of lac the profit 
margin of the paikars ranged between 10 paise to 70 paise , with 
15 paise as average profit per Icilogram. It can be seen that about 
half the number of paikars operate at 10 to 20 paise per kilogram 
of margin. Only a small number of paikars operated at margins 
ranging between 50 to 70 paise per kilogram* . The paikars supply 


*We consider our margins data fairly reliable because they are 
not based on direct question about the margin at which the 
paikars operate. Rather, at two different points in the course 
of canvassing the questionnaire , we ask questions about the 
buying and selling prices* Kien we worked out the margin per 
kilogram. 
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sticklac to arhatias , bhattawalas (i.e. siaall seedlac/ shellac 
factories) f factory agents^ etc. We learnt that either the 
paikars have specific orders from ttese buyers or at least have 
an understanding with them, ’Ihe orders/understanding refer to 
both quantities and prices; at tixaes also to quality or strain 
of sticklac needed. It is also not uncommon to find paikars v^o 
take advance from either arhatias / kothiwalas . factory agents etc. 
in the form of trade credits. 

7 Paikars , theh* are a very numerous body with differentiat- 
ion in their sioco-economic status. We found that thoui^ a large 
number of them (over 62 percent) come from tra.ditional trading 
commxanities, one may find about one-sixth of among 

tribals (Table 7.18). The Banias and Kayasthas taken together 
constitute about three— fourths of paikars with brahmins 
constituting another one-twelth of them. It appears, then^ that 
paikars , by and large* belong to the intermediate strata of 
society. As expected, they have ndch higher literacy and 
educational level than compared to the overall level or the level 
found among growers. About 55 percent of them have various 
levels of education. Kius, one can see that a large nunber of 
paikars who can be seen hanging around a haat are a reflection of 
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the paucity of einployment opportunities for the relatively better 
educated middle classes. Their average family size was found to 
be 6.4 (See Table 7.19). Since their women folk do not work 
outside their houses j the worker - non-worker ratio was found to 
be 44.7 percent. The workers constituted only about a fourth of 
their total population. Table 7.20 shows the age-sex composition 
of the trader households. They have relatively fewer females in 
comparison to the national average. Of those in the 16 to 60 age 
a group , only about 23 percent are worters while about 2 percent 
of • about 60 years of age also work. On the Vihole, the paikars 
appear to be a relatively not-so-well-off a group of people. We 
did not enquire about their income levels thoough the question- 
naire method because of anticipated antipathy and non— realikbility 
about such matters. However ^ the available evidence and large 

scale sharping of a relatively small turn-over along with low 
among them 

workers* ratio^indicate that they are not a prosperous section 
of society. Lac comes handy as one of the commodities to trade 
in for earning some money through its quick turnover. Their 
profit margins are modest, among other reasons, possibly on 
account of the cortpetition among a large number of them. 

What is the inpact of the marketing organisation through 
haats on the process of pricing of sticklac? We obtained 
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information on this 


issue through our discussions as well as 


through our survey data. 

For one thing, the marketing process is of an impersonal 
character. There is no evidence of tied sale as may be ejected 
owing to poverty, debts (we could obtain very little information 
on this issue in our survey of growers) and presence of tribals. 
in fact, about 90 percent of the growers reported absence of 


personal acguaintence with the buyers of lac (Table 7.21) . Then, 
most of the sales are against .cash, only in 3 percent cases sales 
agaxnst means other than cash was reported. Here the im^^ 
of mixing up of the produce and the consumer goods market shows 
up in the form of about t^ reporting spending 

of ^ all •. tite : income : f rom ; lac on the same haat ; day in the haat 
:id;self. mat follows from the ahpve is 



money as a medium of 


, are not present in the weekly haats of the three 
s. However, bulk of the money earned bv +■• 


(i) A large number of growers bring in small quantities 

of their uncertain and fluctuating production. Since bulk of the 
sale proceeds are spent on immediate purchase of consumer goods ^ 
it may be inferred that the need for cash in order to buy 
consumer goods may well determine the frequency and quantvim of 
lac marketing by the growers (provided the total crop level is 
given) - 

The cost of coming to haafc is largely in terms of time . 

and physical exertion. However ^ these factors ^ along with the . 

absence of better prospects if they postpone the sale of the 

wares already brought to the market^ are likely to bring down 
receivable by 

the price/of the growers to a' rather low level. . , r 

(ii) Paikars , the most important buyers of lac in the 

haats I are a large number of middleinen of modest means with small 
turnover generally deal in a large member of products and 
easily switch from one product .to another. They are a fairly 
differentiated group with a small number of big paikars , Apart 
from them, arhatias ,. agents of factories ^ agents of market, 
contractors and Rakhiwals also play a siibsidiary role in buying 
,lac. , ' 

(iii) The paikars arid arhatias buy lac in order to sell it 

to factories a.n<5/oT their agents. When the number of small 
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factories ( Kothiwals ) increases, as it did in the recent past, 
the nurnber of buyers from paiters:. and, -ar latias goes up. However 
as we have seen, there are a few big manuf acturer-e^orters and 
the bulk of the demand comes from them. Since the paikars buy 
either directly or indirect3.y on account of the 

big manufacturers (in Chotanagpur, Balrampur and Calcutta) , the 
level of their purchases and the prices offered by them are 
greatly influenced by what they are able to sell off to these 
relatively fewer nuntbers and the prices they are able to obtaxn 


from them- 


In f act , we were told that there exists a good system of 

Goiranunication between the processors/exporters of ia^^ 

up country intermediaries. The processons/exporters also have 

their own direct purchase arrangements on a mode st scale and 
also have a very extensive information system on crop prospects, 
quality, rate of arrivals in the haats , past ^ stock position and 
market trends in the haa^. As we have) seen e.a3:lier , bulk of the 

martet arrivals are in the first few weeks of a season. Since the 
few terminal buyers have fairly reliable esthnates of crop 
prospects and arrival pattern along with the trends in the demand 
for lac in world markets, their ingioiries in the up country lac 
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marlcets to the bigger pailcars and arhatias set the tone of the 
market. The orders or lifely magnitude of purchases by th^ 
manufactxarers and exporters along with the prices they indicate 
seem to determine the paikars prices and the level of their 
operations. In our discussions with the paikars; it came almost 
invariably that the prices they offer to the growers are, by and 
large, based on the word from places like Balrampur and Calcutta 

e;tc. 

In our field visits we found little evidence of market 
arrivals having much impact on lac prices. Even on the basis 
of arrival data and prices , one cannot sea the level of arrirals 
having any sy sterna tic and the theoretically regular impact on 
sticklac prices. The accompanying graphs on the pattern of 
arrivals and prices in a few selected rackets for dxfferent 
periods of time show that while arrival s are generally heavy in 
the first few fortni^ts of a season, prices generally show a: 
rising trend from the low opening prices of a particular season. 

Furthermore, we find that the-hsst is an uninpprtant 
source of knowledge to the growers about prices (for about 5 
percent) , in conparison to the traders .( paika r^ provide this 
information to about 62 percent and arhati ^ to about 11 percent) 
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growers would come to know prices 


, a good numlier of v*iom 


expectations would « 


, while in 


t it must be kept in mind that 


unduly favourabl 
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scale ^ it is apparent that they will give first priority to the 
escort of their own output except vhen they suffer from a cost " 

disadvantage visra-vis the smaller manufacturer. There is no a 1 

prion or eitpirieal evidence to suggest that the big manufacturers 
are svibject ao any such cost disadvantage. On the other hand, / 

in the case,* of machine*^made shellac, they have a relative 
advantage over the hand-shellac producers. The fact that the 
Calcutta prices of shellac are lower tlian the averaga inter— 



xlier) suggest that the smaller non- 


well as for production separately even in cases when the two 


the few manufacturer— exporter 


price spreads I we have seen, show a pattern of behaviour which 
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is beneficial to the maniifciCturer-ejiporter/j. . Such a behaviour 
of the price spreads has eirerged on account of the ..strength of 
the manufacturers and ei^porters in the entire spectrum of ^ 

’ '■ ' ' 1 ■ ■■ ■ ■■■ ■ i' 

production f marketing^ processing and exports. 

How has goverment intervention in lac marketing changed 
the position ? Before we take up a study of the impact of 

important specific policies, it can be said at the outset that if * 

the policies were aimed at (i) imparting stability, (ii) ensuring ; 

a remxmerative price to the growers, and (iii) keeping the price ' 

spread between international shellac and upcountry sticklac prices I, 

within a reasonable level favotarable to the interests of the 


growers, then the analysis of price movements we ^ have presented 
earlier shows that none of" these objecti-v^s have been achieved. 
If the objective wr.s (iv) to get a better realisation in temis of 


unit escort earnings, then the data on unit value realisation 
show that commendable success has been achieved. However, we 
have shown earlier that fulfilment of this objective does not lead 



to helpful income and omployman 


consequences in the home economy 
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widely suspected that hi^ unit value obtained from shellac 
leads to loss of raarfests. 

However , let us look at the important policy inter- 
ventions individually, Jha Committee (1954) and others have 
blamed Fat aha in lac as an instability causing factor. Government 
of India, by notification No. 30/16/54/iP (b) dated 27 November, 
1954, banned forward contracts, other than specific delivery 
contracts, in all commercial .grades of shellac and seedlac. We 
could not get any information on the exact modus OPerandi of 
forward trading in lac. Nor was any information available on 
how the ban operated. But we dg v f ind continuatibn of fluctuating 
prices of lac products. Hence it is obvious that the ban on 
forward contracts by itself could not bring about stability in 
lac prices. 

Another important policy came into operation from 23 June, 
1958 when a Minimum Ejiport Price (MEP) for shellac was introduced. 
In the Chapter on "Lac Economy : A Historical Perspective", we' 
have discussed the objectives and modus opera ndi of this policy. 

In Table 7.10 we compare the MEP, average international price 
and Calcutta Shellac (Lemon I) prices. It can be- seen that, by 
and large, international average price has been higher than the 
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WEP sitice 1969 . ^-ct-uaily ^ was revised upward in 1973—74 and 

in 1974-75, following the so-called oil crisis led spurt in 
shellac prices and poor production. .Another big increase (of 
over 400 percent) was sanctioned in May 1974. The spread between 
MEP and average international price hep t/ri sing and became about 
Rs.2138 per quintal in 1973-74 i Even after an over 400 percent 
upward revision, the l*IEP remained lower than the unit value 
realised in the world marhets by about 10 percent. After . the 
steep rise of 1974-75, unit value realisation began to decline 
and MEP was lowered three times during 1975. It was only after 
the Third downward revision that the unit value realisation could 
exceed the MEP. What emerges is that when the downward trend: in 
world prices persisted and i^P remained pegged at a higher level , 
it could not prevent exports at prices lower than its officially 
determined level, in fact, when the downward trend persisted, 

MEP was at last withdrawn in 1976. 

Ohus, the policy of fixing MEP succeeded partially in 
S£9Vi^ing a fl o or below vhich world prices could not fal l . in 
so far as the MEP helped in keeping shellac prices high, without 
ensuring a trickling down of its benefits to the sticklac growers, 
® ’^itior prices— spread, ■ However, 


in the later period, 
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the. option was either to bring dovm iffiP drastically to ]?eep in 
line with the .falling world prices or to withdraw it. it means 
that the succe&§; of MSP dependsd on the level at which it was 
fixed. When the market forces brought down prices, MEP could not 
prevent it. It must be remeitibered that it happened despite 
supplementing the policy witli that of partial canalisation. 

Our analysis of price spreads has shown that MEP policy 
could not ensure stable and remunerative retam .3 to the stichlac 
growers. In June 1975 the policy of MEP was replaced by that 
of canalisation through the State Trading Corporation and 
maintenance of buffer stocks of seedlac bought from the growers 
at a price of Rs,3 per 1^. (50 Chauriparta or lac-content basis ) . 

As an official document on lac puts it^ "Taking advantage 
of oil crisis in 1974 and fall in production/ the MEP was fixed 
at a very high level. As the production increased in two 
producing countries and the initial effect of oil price hike 
tapered off/ there v/as persistent demand for reduction of MEP/ 
so that escort of lac could be increased. In the meantime/ 
dioring 1975/ it was observed that there was considerable profit 
in escort of lac due to lower price being paid to growers for 
sticklac which was in excess supply. In order to 


their 
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increase our exports and to mop up extra profits in exports ^ the 
e3<port of lac was canalised through S.T.C. At the time/ in order 
to remove extra stickla’c from the done stic market, and to . ensure 
fair remunerative price to tribal grovers/ the S.T.C. was asked 
to undertake buffer stocVprice sx^sport operations. The S.T.C. 
was allowed to operate informal MEP in accordancsj with its 
, commercial discretion. Since the S.T.C, did not have the required 
esqjertise in ea^ort of lac and in order to utilise the help of 
established channels of trade/, private exporters were allowed to 
esjport five M.T. at a time. The es^orters were to compidsarily 

lift 40 percent of seedlac from buffer stocks of S.T.C. against 

.1’- " • 

; their ej^orts of shellac", ■ 

: As seen above, there were doubts about S.T.C, ‘s 

ej^ertise to handle lac exports . The private trade / . especially 
owing to its highly concentrated nature with a few big concerns 
handling huge quantities both in relative and absolute terms, 
resented the encroachment by S.T'.C. on their, export business. 

As a result of their pressure and S.T.E.’s lac of expertise in 
handling the es^ertise, there were successive measures of 
liberalisation of the canalisation order. These liberalisations 
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(1) I'eduction and abolition of MEP, 

(2) removal of quantitative restriction on exports by 

- private trade , 

(3) Obligatory lifting of seedlac from the S .T.C. 's buffer 
stocks against actual exports ; the proportions ranging 
fran 40 percent to 65 percent to 70 percent during 
different periods and subsequent reductions in it to 30 
percent for ordinary and 40 percent for superior grades^ 

(4) Changes in the S.T.C,*s services charges from private 
exporters, 

(5) re— introduction of MEP from Sovember 1977 in order to 
restrain inter se competition amongst private exporters. 

The results of these frequently changing policies are 

reflected in the changing shares of the S.T.C. and private trade 

in exports as shown in the Table given below: 





■■ ■■■/ ■■ ^ 

I 

f 
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If one purpose of partial canalisation of lac exports I 

was to share in a very lucrative experts , the low and fluctuating 
level of S.T.C.^s share in exports shows that it was only partially 
met, and was virtually given up in 1977-78. ' 

But a related objective of the policy pacTcage was to 
remove extra stichlac from the domestic market and ensure a fair I 

remunerative price to tribal growers. This was sought to be I 

achieved by purchasing sticklac at a remunerative price of Rs,3/- 
per kg, to begin with which was to be raised subseouently (on 
50 per cent yield basis) as suggested by a Working Group set 
up in September 1975 (about four months after the. decision to 
go in for buffer stock and support price policy) . These stocks 
bought through the agencies of the State Governments of the lac., 
growing States (with only Bihar arid West ^fengal coming forward 
to undertake the task) were to be converted into see'dlac for 
purposes of building up buffer stocks, "me obligatory , lifting 
of these stocks from STC by private trade against exports was 

'v , • ■■■ ■ ■ ■ . .. ' . ' ■: ■ 


the mechanism for the disposal of the buffer stocks by the S.T.C. 

The actual implercKsntation of the policy started in 
December 1975, when the bulk of Katki sticklac arrivals ( as 
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case of Bihar < Bihar State Es^port Corporation and Bihar State 

Cooperative Lac Marketing Federation initially and later on 

Bihar State Tribal Developinent corporation) were given fixed ^ 

. t 

quotas by the So T.C. and were also provided financial assistance 
in the form of 10 percent interest free advance adjustable against 


supplies. After obtaining stocks' from the state agencies/ the 
S.T.C, was to arrange air-conditioned storage in Calcutta for 
the buffer stocks of seedlac. 

The Bihar State Export corporation appointed nearly 50 
agents operating in 42 haats who were small manufacturers of 
seedlac to buy stick! ac on its behalf at the support price of the 
order of its pre— fixed quota directly from the growers/ get is 
processed into seedlac according to quality standards prescribed 
by the S.T.C. and deliver it to the S.T.C. Administrative checks 
to ensure the payment of sticklac support price to the growers 
were made and gone through. 

The orders were stipiilated to be completed during December 




1975 to February 1976. The State agencies were^ to finance nearly 


BISCOLAMP procured sticklac through cooperatives 
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mainly xn Palamu owing to the weakness of cooperatives there. 

Then, some procQ's sing units have also been allotted haats for 
procuring sticklac at the support price for the Bihar State 
Cooperative Lac Marketing Federation. 

The quantity bought at the support price v/as based on 
the agreement with the S.T.C. The quota was not only a fraction 
of the total expected ctop but was invariably determined after 
the marketing season was already on and at the initiative largely 
of the state agencies. The meetings in different years for 
fixing such quota and related arrangements were called at the 
initiative of very many different agencies like S.T.C. / Ministry 
of Agriciilture / Tribal Development Departirient Ministry of Home 
Affairs t etc. 

As a result of these steps, during 1975-76, 1976-77 and 
1977-78, the State agencies procured under the buffer stock and 
support price scheme 9 percent, 60 percent and about 54 to 59 per 
cent of the estimated production of sticklac. These quantities 
are supposed to have been bought at Es.3 per kilogram, which at 
50 percent yield would amount to Rs.6 per kg. As against the 
support price we have seen (Table 4) the average all-India prices 
for the . different crops during the period under reference 
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approadied the support price level only for the Kusuini cropi for 
the rest of the seasons it has ranged between Rs.204 and Rs,405 per 
quintal. It is universally agreed that the growers obtained 
much less than the sijpport price*. Ihat is to say* even the 
ainount disbursed by the agencies of the State governments on 
behalf of the STC did not fully reach the growers, 

iis to the objective of promoting exports^ neither the 
quantity of exports coxold go beyond about 7000 m. tons# nor could 
the fall in unit value realisation be prevented. The policy 
package of partial canalisation/ buffer stocks / compulsory lifting 
of seedlacffom STC stocks/ many variations in these matters from 
time to time/ a virtual stoppage of exports of seedlac and the 
policy of support price turned out to be a failure. The scene 
of the lac trade remained a little more confused than before . 

In retrospect/ one can see' so many factors which prevented 
a better outcome than what actually transpired. 
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the e3iports by STC at prices which were lov/er than MSP. Whatever 
the merits or demerits of such es^ortuiB^ they led to lowet unit 
value realisation. As is well-lmown; sliellac is a branded 
product sold on the basis of established brand names of a few big 
manufacturer-exporters and hence it can not easily be marinated by 
parties other than the traditional exporters v/ho are vertically 
integrated with shellac production. This is so pcirticularly if 
these established exporters continue to remain in the market with 
permission to export in, small lots. A^art from the brand name 
preference in the world market, there exists traditional close- 
knit buyer-seller link-up, particularly in the West German and 
the U.S, Markets, between Indians traditional major es^or ter s and 
their main overseas customers. One can well imagine the reaction 
of such well placed private exporters cdien orders for quantities 
itK>re than 5 m. tons of shellac were executed by STC to their 
(i.e. private exporters), traditional customers, on the basis of 
quantities produced by them. The STC used to obtain, fortnightly 
offers from the manufacturer-exporters and merchant-exporters 
and for the rest some kind qf lowest tenders were accepted. 

What is recognised in STC and Commerce liinis try circles 
as lack to esq^ertise in handling lac exports is in reality a 
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complex of facfors about tljo structua:{3 of the marlset which is 
dominated by :: a few big ones / with -monopolistic traits like' ptoduct 
differentiation, strong buyer preference , etc. She data we have 
given earlier concerning the concentration of lac exports from 
the top three e 3 «porters were higher in 1977 than in 1975* in 
factf only for one firm there v/as a small shortfall in 1976 over 
the 1975 level which was more than made good in 1977 y all the rest 
have had a consistent expansion of their exports during the whole 
period of canalisation. ■ ■ ' 

dhese limitations of conGerning lac can be under- 


stood in various forms, At the simplest, one can see some 
administrative organisational factors which led to poor results 
from these policies. These refer to- limitations in the implement- 
ation of these policies. Apart from unstable and frequently 
changing details of those policies y lack of experience and 
expertise, can also be blamed. More seriously, as oiir Report 
shows, an adequate socio-economic analysis of the activities 
concerning lac was not available to throw up either an 


appropriate policy-mix or an adequate strategy of implementation. 

For, example, the buffer stock operations were started 
too late after a fairly good part of the crop moved away from 
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th© hs-ncis of tliG girovjGxs. This Iiappsiied. not only in tno fixst 

year* when it could have been^ to an extent^ understandable but : 

' ' ' ' ' ' ■ I 

even in the subsequent years. The level at whxda the buffer ■ ' 

stocks (by definition consciously determined level of stocks 
rather than involuntary inventory build up of the unsold 

oruantities) were to be maintained ^ the principles for determining 

• " ' ■ : ^ ■ ; . ■! 

. 

such a level and the quotas of various states aiad their procure- 
snant were not fixed- 

Implications of buying only a small fraction of the total 

■ ■ ‘vj 

sticklac output , particularly when it is known that* other things | 
being equal, it is easier for non-growers to take advantage of J 

the support price than it is for growers, were not worked out. t 

Consequently, support price could not influence the market price. ;; 
On the contrary, it became a means for some people to pocket ; 

the difference between the support price and the market price- l 

The State agencies may have done their best at the >; 

administrative level to see that leakages are prevented. But s; 

given slac market demand and good crop, unorganised and dispersed ' 

buying in the haats, largely through existing market channels, ], 

late entry, poor coverage of remote and interior markets because 
no allowance was made for costs of procurements, it would have | 
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been unreasonable to oxi> 2 ct the stpport price to actually 
materialise. It may be observed that when tiie crop was poor in 
1978* the reduced sxS>port price (Rs. 2. 25 per leg.) cane to prevail 
in most haats and it was observed in our field visits that 
very little sticlclac was being sold to the state agencies. 

The inability to reach the support price to the growers 
meant that the benefit of the policy were accruing to sone other 
interests. Ihe chain of intennediaries was not reduced! instead 
the State agencies were added on to the existing channels. 
Moreoveri. the State agencies* who may be expected to have 
relatively higher handling charges than private traders, were 
not operating at no profit no loss* In fact, they are reported 
to have made tidy profits throu^ the buffer stoclc operations. 

^ relate the cost of seedlac it buys 

from the State agencies to what it can earn by exporting,, tte 
State agencies margins were an avoidable increment to the cost 
of seedlac. Since the STC accumulated unwanted level of stocics 
of seedlac, the State agencies margin became an extra cost 
entailed by the operation of this policy as far as tha STC was 
concerned. Though it should have become clear that the support 
price can not reach growers, this fact led to the emergence of 
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many interests v/hich v^ere really benefitting through a policy 
operated in the name of the growers. These interests also seam 
to have played their p.art in seeing to it that this policy is 
prolonged even after its inadequacy was demonstrated. 

Apart from the factors discussed so far^ two other 
factors also played an important part in the failure of these 
policies . 

The first ane concerns the choice of the form in which 
the buffer stoclcs are to be maintained, • Lac products were facing 
an uncertain and shrinking mar Ice t in the face of good supply 
position. The shelf life of seedlac is not very long anci after 
12 msnths its quality starts to deteriorate. It recjuires costly 
storage in air-conditioned godowns. Since these facilities are 
available largely at Calcutta, the whole stock, has to be 
transported to Calcutta* When the exporters lift their 
obligatory quota of seedlac against exports, they may have to 
transport it back to other areas for processing into shellac. 

All these increase the cost. 

As against these factors, sticklac can last somewhat 
longer and in case the stocks remain unsold, atleast the cost 
of processing into seedlac is saved. Moreover, it is easier 
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to store sticlclac and in centres close to liaats and shellac 
factories. Thus the shoice of the form in vhich the buffer stocks 
were maintained could not be considered the best possible. 

In May, 1978, the CoKiEiefce Mrdstry, Government of 
India, constituted a Study Team to examine the feasibility of 
conducting procurement and buffer stock operations in the States 
of Bihar and West Bengal in the form of sticklac and recommend 
lODdalities of operation designed to minimize operating cost while 
ensuring that full benefits of price support percolate to the 
tribal growers. 

Though the Committee felt that "Presently no technical 
data is avMlable on shelf life and storage etc. of sticklac" 
and IBRI, Directorate of Lac Development and ' BSGOU^ have been 
requasted to undertate studies on these issues ", it appears to us 
from the evidence given by many agencies that an immediate 
shifting to buffer stocking in terms of sticklac instead of 
seedlac would only be advantageous. For example, "according to 
the costings of BISCOLiiMF the cost of storage of sticklac in the 
proposed regional godowns at Ranchi comes to Rs.l30/- per m.ton 
per annum (equiaalent to Rs,260/- PMT of seedlac on 50 percent 
yield par annira) as against (a) the cost, of storage of Rs.260 PMT 
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of seocilac par anniom in tho proposed air-conditioned godowi at 
Ranchi and (b) the storage charge of Rs.320 ?MT of seedlac per 
annuin being paid at Calcutta at present". Hence ^ taking account 
of uhe oth'-ir factors oike avoidande of cross movement, conversion 
into seedlac/ shellac according to known pattern of demand^ better 
^el'f life, possibility ct storage in the interior closst to haats 
and shellac processing facilities, etc. there is nothing to be 
lost by maintaining stocks in terms of sticliLac, wiiile some 
limitations and shortcomings pf stocking seedlac woxild be 
avoided*. 

On top of this, the concentration of escorts in the hands 
of a few firms which reraained undiminished despite partial ■ 
canalisation (STC'^s share coming down to less than one per cant) 
and the subsequent doing away with canalisation, created somci 
prcbiems in the implenentation of these policies. This is over 
and above the modifications and watering down in the form of 
reduction in the proportion of seed! ac 1 if ted againfet es^ports , 
permission to export larger quantities, changes in MEP, etc. which 
these powerful interests were able to secure. 


All the passages quoted in this paragraph are taken from 
the Report under reference. 
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As a result of vertical integration of seedlac^shellac 
manufacturing anc. ej^KDrfes* it was wicloly believed {as Coraroerce 
Ministry & STC sources raaintained and found on the basis of 
quality tests of seedlac obtained fron these sources after three 
months) that there is recycling of seedlac lifted by the 
exporters back to STC as procured seedlac. Since in the open 
market low-priced seedlac and sticklac were available, the 
processing for escorts was done on the basis of open market 
supplied, low-priced stickLacV seedlac and thus higher profits 
were obtained by the exporters and the growers were deprived of 
the support price. The STC was left with its own seedlac 
recycled to it and the higher procurement price could not 
percolate down to the grov.ers. 

In fact, since the role of private trade in exports could 
not be curtailed during the period, the market forces continued 
to dominate. Inportant among these market forces were slack 

. . . A" ■ . ■ ■ , ; ■■ " 

demand, good crop with sizeable carry-o*ver fajorn earlier years 
and domination of the market by a handful of firms. Export 
promotion measures, as suggested by many experts (e.g. by 
Kirloskar consultants in their Report) are very costly. The 
private exporters are doing quite well for themselves without 



In fact, 


impleiTionting these costly r^sasures of escort promotion, 
they have shown little interest even in plough back of profits 
and RStD. hs a Shellac Export Promotion Council document puts it, 
“Onl-Y a very few of those who reaped profit out of this trade 
ploughed it back into the industry. Those who did it, did not 
get any incentive and hare perhaps lies a wrong., and discremina to ry 
attitude for which the responsibility falls both on the council 
and the Government, iis a resiolt, there has bean little- capital 
investment in the lac trade. Sorne of the companies, irxclu^ng 
the strongest, are sick”. In fact, apart from talcing step to 
promote escorts, it was absolutely necessary to develop home 
consumption and many industrial uses of lac. The lac industry, 
especially Bihar and West Bengal based export-oriented units,, did 
almost nothing in these directions. It appears that the home 
markat is largely catered to by Maharashtra based units, hs we 
have seen, the financial interests of shellac producers-cum- 
Gxporters were unaffected by the decline in exports and they did 
quite well for themselves even without the steps for e^qxsrt 
promotion and developitent of home consumption. Their interest 
did not lie necessarily in quantitative' expansion of exports, 
as we have seen earlier. 
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Uius the adrainistrative organisational l imitat i ons of 
huf fer—stoch^ snoport pticoj^ ca n^i sation policies are only a 
small part o f t he fai l ure! the major p ar t of the blame rests at 
the doors of the s tructure a nd d o min ation of the tr^e by a fe w 
business houses^ yfeo use their powerful presence to bend these 
policies to their own advantage , partly through the operation 
of administrative mech anisms but largely throug h the use of 
marlfet for ces. 

The irony of these policies comes out sharply v^en one 
comes across the later phase of these policies, ihe buffer 
stocks should have come handy to meet the shortfall in sticklac 
production during 1978. Even after making adjustments for 
deterioration in the quality cf 'seedlac ard price discounts;,, 
mixing up of the carryover stocks vd.th new stocks could have 
incxeased to^te supplies is the rationale 

of buffer stocks. It should have been possible to procure on 
a monopoly basis the new crop, which was around 40 per cent of 
the 1977 level. See the Table below showing steep fall in 
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(iVt) 



xiG 

i vised Baisakhi 
1978 

Field Baisakhi 

1977 

1. 

Bihar 

4317 

11958 

2. 

Madhya Pradesh 

673 

1830 

3. 

West Bengal 

534 

2063 

4* , 

Uttar Pradesh 

280 

850 

5. 

Maharashtra 

41 

66 

6. 

Others 

50 

. 150 

7. 

Total 

5895 

16917 


(Report Gf the Study 'i?aam. Ministry of Commerce, GOI, 1978) 

In these circumstances the support price could have been,, if 
not raised beyond Rs,3/— per Isg.jatleast maintained at this level 
As the Study Team (May 1978) says that the prevalent open market 
price of sticklac were much higher than the stipxxiated proc\ire- 
ment price of Rs, 2.25 per kg. But forgetting the logic of 
buffer stocks, viz- that of evening out supplies over good and 
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poor years ^ the support price was reduced to Es. 2.25 per hg. 

With canalisation gone and market prices rising, the support 
price tended to become a sojrt of floor price. The grower 
obviously cbulcl not benefit from a short crop, nor could 
stability ensured in supplies to World markets. 

The foregoing analysis c:f the £)olicies concerning lac, 
seen in the light of the structure of lac production, marketing 
and exports shows how the interests of the growers are 
sacrificed. This is something inherent in the structure of 
this industry. The policies so far have shown little 
appreciation of these structural aspects . Hence the adhocism 
and poor re sxjlts in terms of the stated goal of helping the 
growers, hs we shall discuss in our Chapter on Policy 
Recommendations , t^ industry heeds some structural 

solutions. ' 



Source: Fortnightly Bulletins of the Directorate of Lac Development, Government of India 
Ranchi > various issues for the entire period under reference. 
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Year 

Annual 
Price I 
Stic Vila 

Average 
ndex of 
c 

Triennial 
: Average 

.annuaY 
productiDri 
Xnaex of 
Sticklac 

Annual Export 
Index of Lac 
(^ill kinds) In 
Terms of 
Sticklac 
equivalent 

1969-70 

100.0 

5 


100.0 

100.0 

1970-71 

157.5 

s 

v;|v • 6 

S' 

216.20 

95.4 

79.96 

1971-72 

197.8 

i 

i 


105.7 

81.97 

1972-73 

, 330.2 

1 

1 \ 

i 

i 


66.2 

45.2 

1973-74 

1096.7 

1354.31 

74.8 

33.5 

1974-75 

1274.2 


95.9 

43.^ 

1975-76 

321.9 

1 

I 

Yi 


84.6 

46.75 

1976-77 

258.6 

359.97 

92.7 

42.37 

1977-78 

176.9 

I 


86.6 

40.03 


Sources Calculated on the basis of data given in other 
Tables . 
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urces Forthnightly circulars on Lac, Directorate of Lac Developire 
Ranchi, Various issues for the entire period, of refence. 
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Sources Lac Statistics at a glance, 1977 » 

Shellac Export proraotion Council, Calcutta. 
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Data from SEPC: Lac Statistics- 1977 * ■ 

Data from Directorate of Lac Development, Government of India? Ranchi. 
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TableMo. 7 . 9 , 


Sticklac and seedlac prices as percent 
of seedlac and shellac price 


S .N 0 . 

Sticklac as a 
percentage of 
seedlac 

Seedlac as a 
per cent age 
of shellac 

Sticklac Price i 
percentage of 
shellac price 

1 

2 

3 

4 - 

1969 

74 . tf 

73.2 

54.1 

1970 

79.9 

78,5 

62.7 

1971 

76.8 

.78.4 

60.3 

1972 ' 

74.8 

77.4 

57.9 

1973 

82.5 

89.2 

73.6 

197 ^ 

78.1 

90 • 

70.3 

1975 

65.5 

82.7 

54.2 

1976 

81,6 

69.8 

57.0 

1977 

78.8 

72.5 

57.1 

1978 

115.79 

64 . 3 ’ 

74.5 
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7 .. 13 .. 


Percentage distr ibuti on o f ha ats 

-a ccordi ng "tS '"th'irr~3istan ce~f^r^^ I 



o • • • « ,* * r—o -* * o 

Distance of Haats from Percentage Distribu- 
Respective Central tion of Haats 

Haats (fins . ) 

2 3 



Table Mo » 7.1^ 



Percentage distributicn of 

ha_ats_ 


according to their distance 

from 


t'Ke 'rielaresT* seeHlac^^'e^^ac 

factory 

S .Nd . 

.,Di seance from 
seodlac/ shellac 
factory (Kitis . ) 

Percentage of 

Hants 

SI 

1 

****»’"•’* 

2 

3 

1. 

0-10 

38.^ 

2. 

11-20 

26.9 

3. 

21 - 30 

15*^ 

If. 

31 - 4o 

J^.If 

5. 

If1 - 60 

■■ ■ 3.9 ■ ■■ 

**",«*“• » 

Total 

ft- ft — ft.— ft -w ft — I,:*—, ft — ft «-■ ft ^ ft-., ^ ft-. ^ ft— 

100.0 
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Table ¥3.7.1*? 


Percentage ef Haats^ auc ti ene d ac co rdi ng 
ic “annuaX auclsroh' v alue s""'''" 


S.Hd. Auction Values Percentage lumber 

per term (Rs.) of Haats 


1 2 3 



1 . 

0 - 5 oo 

27.3 

2 . 

5 oo - 1500 

27.3 


1500 - 6000 

1 ; 9.1 

h. 

6000 - 25000 

v36.4 


Total 

100.0 
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Table " 10.7. 1 6 


baats 

aFc piST nY iTac ' 





S.Nd. 

Range of Turnover 
(M . Tons ) 

Percentage of Haats 

♦-* ® - 

•1 . 

2 

3 




1 . 

0 - 10 

26.9 

2 . 

11-40 

26.9 

3. 

4l - 6 o 

f 1 

23.1 

V. 

6 i - 8 o 

7.7 

5. 

O 

o 

1 

03 

3.8 

6 . 

100 & above 

11 -5 ■ , 


Total 

100.0 


» - * • « , '• • « , « . # « m * ■■ # 



SL 'j win ^ t ii e a is t rib u t i ® 

a^c5i%Th^'"'^D'‘ \‘rbn'E“Sargin 


profit Margin Parcantago ■ Percencage ot Traaei 

(In Rs./Kg.) of Paikars Turnover Distribute - 

according to profit 
margin 



0.00 - 0.10 

18.2 

34.5 

0.11 - 0.20 

50.0 

49.1 

0.21 - 0.30 

13.64 

4.8 

0.31 ~ o.Vo 

9.09 

7.3 

o. 4 i - o.' 5 o 

4 . 94 

• 3.8 

0.51 “ 0.70 

4.54 

.5 

Total 

100.0 

100.0 


Tabl e 


Perce ntag es Distribution of 
according To'' casTe 


S.Ho 


C a s t e/ Re li g i on 


Percentage 


Filina a 


12.5 


Others Tribes 


4 -. 16 


Sub- total tribes 


Brahmin 


Banias 


Kayastha 


12.5 


Total 


100.0 
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Table I-'lo. 7.19 


DeiBO grapbic Chai' acte ris tic s of 9 ... 


Average Family Size 
Fem ale/Mal e rati d 


6 . 1 ^- 

■ * 

.779 ^ 

779/1000 


Worker + Ho’jsewife/ 
Hon- worker ratio 


Worker/ilon worker ratio 
(sKCluding housewives) 


V/o rke r/ To P al Fonulciui^jn 


Worker & Housewife/ 
Total Population 



Sofa 

hh,7fo 

25 +. 84 / 

4 - 4 , 4 / ' 





T 8,b 1 g N d # 7 » 20 


X5£jiex,.r^lLajl-MQJj£ eJI,-a.G^ n 5 tn 

SS ®_ se x among traders 
ho us e 'g olds" "* 

( Figures. in Percentages) 


Age 

Worker 

M F 

Noii-b 

M 

i-rker 

P - . ■ 

Flousewise 

To tal 







0-7 


■ 7.2 

7.8 

■ , 

15.0 

7 - 1 6 

_ 

7.8 

8.5 


16.3 

16 - 6o 

22.8 - 

14 . 4 - 

5.3 

19-6 

62.1 

6o + 

1 .96 - 

1.9 


;;; ■ 

6.5 







Total 

2^.8 - 

31.8 

24.2 

19.6 

100.0 


Table He. 7. 21 


Percentaga distributian of gi-ower 
tancG ’ dF’ buyers ''wi th'” the” grower 



S.Ho, Whether percentage of 


Aco,uainted • Households 



1. yes _ . 10.5 


2. Ho . , 89.5 

3 . Ho response 


Total" ■ 100.0 
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CHAPTER - VIII 


SUMMARY AtjID CQHCLUSigJS 

Significance of LAC in tlie Regional Context 

Let us bricifly recapitulate the main thrust of the 
study. To begin with, we placed our analysis of the econamics 
of lac in the context of the broader regional economy of the 
th3cee districts of South Bihar, whose baclwardness is reflected 
in the demographic and occupational structure statistics which 
we have stringed together, it appears from a broad analysis of 
the regional data that those few industries which have come up 
largely remain a kind of outposts whidi do not make a significant 
inpact on the conditions of the local pop^llation. In the 
inplementation of a new development strategy designed to build 
into the system integrative development inpuLses, development 
of lac based activities involving its growers, small traders 
and petty producers in a prominent way can bring about a break- 
through. however, is contingent upon creating a framework 

in which the potential of lac for local development can be 
realised. ■' 

Lac Economy and Public Policvs Historical Perspective 

The first step in the process of uncterstanding the 



economics of lac was to review the trends in its production, 
exports, prices etc. over a longer period, particularly in view 

of the availability of the reports of many conSTiittees on problems 

of lac. We tried to look at the problems faced by the trade on 
the basis of data frcm secondary sources, the diagiiosis and 
prescriptions of various studres and the response of public policy. 
Ihis... review brings out that the policies regarding lac have changed 
from time to time according to underlying problems (e.g., that 
of increasing production, standardisation of grades and main- 
tenance of quality, price stabilisation etc,). Iri general, it 
emerges that during the 'British Raj* the major thrust of the 
policies pursued was to ensure,, a cheap and staKLe sxpply for 
esports. After Independence , it yielded place (notwithstanding 
seme verbal concern for the interest of the lac growers and of 
workers engaged in lac processing) , in effect , to protecting and 

effort for 

too,;- in effect, seem to 
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of doEKiStic income and employment effects, size of the price 
spread between sticlclac prices and unit value realisation from 
lac exports , consistent understatement of the rate of recovery 
of shellac from sticlclac and non~avail ability of data concerning 
prices received by growers prior to mid-1978. In tracing the 
development of these policies one observes that they arose from 
some specific crisis in an ^ hoc mainner, ignoring the socio- 
economic and institutional aspects of lac. production and 
marketing. This accounts for mis-directed policies made worse 
owing to faulty- inplCTientation. These policies are considered 
misdirected in the sense that the welfare of all the interests 
associated with lac was identified with ejqport performance, 

Apart from the divergence between physical and financial 
performance on the ejgjort front, there cannot be any automatic 
triclcle down of the escort earnings to the growers, especially 
in view of what we have shown to be a highly concen-trated 
structure of manufacturing and esgsorts. It is on account of 
such dichotomous behavioxir of the volume and value of ej^ports 
and high degree of concentration on the trade in the hands of 
a few that even in tie face of slackening and uncertain export 
demand, tte manufacturer-e35)orters have done little to increase 
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internal, demand for lao products. Ums a iiistoric review of 
various studies and trends in lac brings out absence ofconsoious 
recognition of the interests of the powerfui. bodies connected 
with lac processing and exports , Poor follow-up and inadequate 
and faulty understanding of the sooic-eoonomio aspects of lac. 
in fact, the inportanca of lac for income and employment 
generation and irprovir^ tte productive potential of the growers 
in both the main agricultural and subsidiary forest-based 
activities (which is dependant on strengthening their position 
in lac and its forward linkages) is something which must be 


uncter lined. 


Trends in Production a nd. BxpoJ-fcs 

Production of lac has witnessed a declining trend over 

tme (see Graph 1).,, i5>?>orts of lac also show a downward trend 
over a long period of time. The trend is accompanied by extreme 
seasonal fluctuations. Five yearly average production figures 
show that lac production has consistently declined from over 35 
thousand tons during 1960-61 - 1964-65 to about 22.5 thousand 
tons during 1971-75. The decline has been fairly consistent 
since late 1950* s. From about 30,000 tons of average annual 
exports for the ten years ending in 1965-66, esiports came down 
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to about 23 f 000 . tons durinc the ten years anding in 1965-*66 and 
to about 12/000 tons during' the ten years ending in 1975--76. 

The decline in production has to be seen in the light 
of the world offtake of lac in' various foirms/ which also showed 
a consistent decline owiiig itiau-nly to autonomous development of 
synthetic resins by big petro-chemical coxipanies rather than so 
much owing to unstable supply and wide fluctuations in prices of 
shellac as is generally believed in lac trade circles. 

World lac trade is the duopoly of India and Ihailand. 
During 1958—59 — 19 60**6S / Thailand has almost trebled the exports 
of seedlac/ while India's volmie of shellac exports has 
decreased to one-fourth of its 1958-59 level. The products 
exported frcm these countries afe different botrh in nature and 
quality, making substitution a difficult proposition in the short- 
run. The role of the Thai competition to Indian lac in the loss 
of export markets appecifs to be generally overstated, because 
more than 90 per cent Of Indian exports afe in the form of 
shellac , whereas more than 90 per cent of Thai exports are in 
the form of seedlac. Then, there is absence of a clear pattern 
in the sharing of changes in world demand for lac products 
between the two countries. 


238 


3-fcate~wige and Siafcrict-wise Prodi ^jy^ 

of statewiss production figures reveals 

that the three states Bihar , Madhya Pradesh and West Bengal 
maintained their share in total production, though with yearly 
fluctuations; for example, share of Bihar which was at an 
average of 54.8 per cent of the all-India production in 1960s 
fluctuated between 43 •4 per cent to 66 per cen*- of th=- all In ia 
production dxiring 1970s (See Graphs Hos« 2 and 3). In Bihar ^ 
the districts of Ranchi , Pal amau and Singhhhum account for about 
90 per cent of total lac production. The share of Ranchi and 
Palamu taken together has been consistently around 40 per cent 

of the national production. But there have been large 

fluctuations in production levels in individual districts, e.g. 
production in Palamu varied between 33 ,000 tons in 1972-73 to 

4,600 tons during 

These fluctuations apart from creating uncertainty about 
the st:^plementary income from this source, create problems for 
investment and development of processing facilities in the 
districts. Hence it is essential to implement measures to 
stabilize production* IiJportant among such measures are methods 
of ensuring a fair and stable income from lac to the growers. 
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ISiis is a ineasure which would enable them to adopt methods for 
increasing and protecting lac production. As we shall see^i 
fixation of statutory remunerative price for sticTclac and 
monopoly pxarchase by the State directly, through co-operatives 
and through paikars alone can provide fair returns to lac growers. 

Need for Detailed Investigation of Home Market for Lac 

Declining share of exports in lac production gives 
rise to suspicion that domestic consurnption of lao products is 
much more than it is coniaonly believed to be. Tliis calls for a 
more detailed investigation of the nature of domestic uses of 
lac. Stable and steady growth of - demand mainly based on domestic 
consumption' is' also essential. For this purpose agencies have 
to be set up to take to use of lac for many known purposes. 

Crop-wise Production 

Baisakhi is the principal lac crop in terms of volume 
of production followed by Katki crop. But Aqhani , during which 
Kusumi strain is produced, is qualitatively and productivity-wise 
the best one. Baisakhi crop accounts for something between 64 
per cent, to 81 per cent of total lac production, while the share 
of Katki crop is above one— fifth of the tonal produce. 
being the best one of the three, efforts - are needed to increase 
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its rslative share so as to meet zho coinpetition frora syntlietic 
resins and f or the growth of internal dsKiand. Ths^re is also the 
need to give weightage to the prices in favour of ^g^gni * . 
Statu.tory^ prices have to accorronodate for such Quality differences 

Increased lac production can be obtained without 

diverting land from other crops and will not only increase the 
incomes and savings of the growers, but also its secondary and 
tertiary effects would be beneficial giving the growers greater 
independence from farming. 

^ for increasing and stabilising 

sticklac production. n we find that the extension of the ILRI's 
researches has been very poor and whatever has been done failed 
to check the downward trend in production. Most of the growers 
are not even aware of the developments taking place by way of 
/technical , inproven^ . :• • ' : ' 

Features of Lac Bxports 

We now txirn to some iirportant featxires of lac esports. 
While the volume of lac exports and production have coma down 

*Ihe Report of the Study Team of Coxanerce Ministry (1978) quotes 
the view of the Bihar Government that 'the quality of Kusumi 
lac being superior, support price of kusumi sticklac should be 


substantially, export eapn-ings as well as unit value realisation 
from exports have gone up except for the last few years. During 
the decade ending in 1965—66 average annual e3<port earnings 
amounted to Rs,5,72 crores rising to a level of Rs, 8,96 crores 
during the decade ending in 1975-76, the cortBesponding export 
volume figtores being 23,000 tons and about 12,000 tons 
respectively. 

Sticklac prices did not increase adegiuately to compensate 
for the fall in production. This led to. a , comparative declire 
in the total income derived from lac by the growers. Thus in- 
Gcxrpatibility between the interests of the growers and:.a handful 
of exporters comes out vividly? when exporters., fate well by 
obtaining rising export earnings, physical volume of exports 
declined reducing the income of lac growers, .With the diversi- 
fication of India ’'s exportable ccxianodities , the importance of 
lac in India’s export basket is no longer what it used to be. 
Hence primacy in lac policies belongs not to export earnings as 
su<da, but to the domestic income and employment impact of lac 
^based : activi tie s , 

The pattern of exports from India has sho^-m.an 
increasing preference for machine made shellac as cortpared to 
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handmade shellac. On the raanufacturing side also^ there is a 
shift in production in favour of machine made shellac because of 
relatively lower cost of production. 

Until 1968-69, India has been an imsx>rter of stichlac/ 
seedlac from Thailand for processing and re-exporting. The 
iiTports were banned during the period 1968-69 - 1972-73. 

However, since we consider the role of foreign exchange earnings 
from shellac vis-a-vis the objective of generating income and 
employment for the lac growers and processors to tie secondaryt 
the imports of seedlac cannot be justified* especially in view 
of high alasticity of domestic supply. 

direction of export trade, we find that 
the export earnings from U.S..4- , U.K. and West Germany have 
declined while the 2ast E-uropean countries and other developing 
countries have increased their off talcs of Indian lac products. 

In 1958— 59 1 the U. S.ii., U.K. and Federal Republic of Geimiany 
together contributed 74 per cent of ouc export earning if cm lac. 
Over the last decade, the proportion is generally around '40 per 
cent only. 
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Role -Qf Big B3{porbers£ Concentration, of .'Export ' 

and Processing s 

We now corae to the most important factor ^ that ist the 

role of exporters of lac products. The top 12 ejcporters have, 

on an average, for the years 1972-77, accounted for 88.19 per 

cent of the total exports. There is a very high degree of 

vertical integration around the terminal stages and seedlac/ 

Celiac marketing as evidenced by the fact that the seven 

manufacturer-ejiportars have a share of 80.22 per cent in total 

exports, another striking feature is that 3 large firms, namely, 
off 

hchhruram Kalk.^ & Co. , Angelo Brothers Ltd., and Smar Singh 
Jaiswal Pvt. Ltd. , controlled about three-fifths of the export 
trade. : ' . ^ ' ■ ■ ■ , 

‘Ihe general pict’ore of the market structure does not show 
much year to year changes. The lac trade is characterised by 
very strong supplier - foreign buyer link and brand name 
preference . The combined rated capacity (18,500 metric tons of 
shellac) of the big three is sd high, that present export level 
of 7,000 tons is just about 37.5 per cent of it. One can see 
that not much scope is left for the small and medium manufacturers 
in the area of exports. 
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Problems of Esiport Promotion s 

A large number of export proraotion measures have been 
found to be very costly. Since the highly organised- body of 
big manufacturer traders is quite aware of these measures and 
yet have not shown any inclination to undertahe these measures 
(high and growing escort earnings do not provide , given the high 
degree of concentrationj mxich incen-fcive to this effect), it will 
be difficult to assunr; that volunt^ efforts by them in this 
direction will be forthcoming. Sven -the alternative of -fche 
goverment undertaking -these measures and recovering costs from 
the, benef iciar’ies is jnot advisable becau se - of its far reaching 
adverse consequences for lac trade (on account of distxirbing 
inter-industry -tax parity ) and inability to benefit' the growers 
from these meastares. Ihese iteasures, when impleinented on public 
account, no dp.xabt, can.: lead -to: '-enhanced foreign exchange 
earnings^ But, in concrete, terms, the benefits flow to the small 
group of manufacturer-exporters and -merchant-exporters, ^ere 
is no mechanism ensurir^ tricMng down of a considerable part 
of the export earnings down the line -upto lac -growers. 

If the export promotion for imparting viability to lac 
growers and increasing income and employment from lac based 


activities in the lac growing regions are the objestives* the 
conc3antration of shellac manufacturing and export in a few 
private hands cannot but be considered harmful. Policies will 
have to be designed and iirplemented to bring about such a 
stiructural ownership reorganisation that the conflict between 
the interests of exportsr-irianufacturers and primciry lac growers 
is eliminated. 

Spcjo-Economic Profile of Growers 

Designing policies siJ> serving, the interest of the 
growers requires an understanding of the socio-economic profiles 
of the lac growers. Since, there ar® a large number of 
forward linlcages in processing and e^^ntual export of lac* it 
gives a good opportxinity to increase enployment for the mral 
poor of the lac region. For a successful implementation of 
progranmes directed at irtproving the condition of lac growers, 
it is essential that not only their socio-economic characteristics 
and behaviour patterns but the net- work of their .social production 
relations are clearly perceived. 

We find that lac cultivation is no longer an exclusive 
tribal activity and other sections of society settled in and 
around forests in the lac region find it to be a good subsidiary 
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ca^ crop^ growers population in tte three sampi-e districts 

is characterised by large farrily site (7.5) * low standard of 
living/ high dependence on land as a majcarsource of inccme 
(83.3 per cent of survey households are dependir^ purely on 
land as a major source of income) ^ not very high axpectatin of 
life at birth (only about 2 per cent of the population belong 
to the above 60 age-group)^ low edxacational and formal skills 
level (overall literacy rate is 24,2 per cent and about 15 per 
cent had middle level education). The lac growing households 


have a high incidence of xinderemployment and unemployment 


(Percehtage of population in the working age-group was 60 per 
cent whereas the reported number of workers were about 40 per cent 
of the population)/ which eiiphasizes the rieed to increase lac 
production and locating lac processing 'and lac utilizing 
industrial units in tte lac region* In contrast to the high 




deg3:ee of vertical integration of lac based activities observable 
;at the present^ there is a need for bringing about' greater 
vertical integration of lac-based activities at the growers » end. 
There is enough evidence to believe that lac growers 
are among the poorest of the rural population* their average 
mDnl:ay per capita income level being Rs. 22' per month at current 
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prices (NSS data show tiiat the consuraption of the lowest three 
deciles, of population, in Bihar ranged between Rs.5.91 and Rs.9.55 
per head in 197P-71 at 1960~61 |5rices) . The growers havO f by 
and large, a mono~cr op culture (81.3 per cent of the sartple house- 
holds grow only one crop a year and only one variety as well) 
vhich indicates the poverty, vulnerability and backwardness of 
the growers. It was not found to be possible to get much 
infomation on indebtedness through canvassing a questionnaire. 

In view of the preceding information, an average rate of sale of 
41.58 Kgs. of sticklac per household becomes very significant. 

If the support price of Rs.3/- per Kg. actually prevailed, it 
would increase the p.er head consumption for the lac growers in 
this region by about Rs, 1.50 per month. 

The economy of the lac growers is a kind of under- 
developed commodity economy. HdvEvef, the picture of ■ 
participation in the ecmmodity xaarlcet is different. Some 53.7 
per cent households reported sale of minor f orest produce. 

Cereals were brought to the market by 15.7 per cent households 
only. This further highiicjts the iri®>o 3 ctant role that^^^l^ 
in augmenting the income of rural hoi;iseholds in this region. 

To some extent or other, almost the entire Sample was involved 
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|bn l£c growing. Tliis wi.de, non- specialised base of lac graving 
is — from the point of view of regulation and developn^nt of 

f:. . . ' 

the activities centering r®und-lac - a significant.. feature. 

For exairple ^ it brings out the difficulties of organising co- 
operatives based exclusively on prodioction, marketing’ and even 
processing of lac. 

Ber is the raost widely used tree for lac cultivation. 
85*6 per cent of the grower households use ber as host tree, 
whereas Palas was used by 62.9 par cent of households. Kusum , 
which is the prosiucer of best quality lac was reported to be 
used by only 12.0 per cent of the sample households. Use of 
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factories. There is not nvuch sale of lac at the 'vllaae (only 
6.5 per cent of the gro\»!er households reported doirsg it)^ or, as 
is often put, at the hut level. The impotance of haat shows 
that the sale of lac is related to the purhases made hy the ; 

growers from time to time. Hie average distance of haats from 
villages was found to be 4.33 miles. It was found that the 
buyer-seller relationship is impersonal - about 90 per cent of ' 
the reporting grower households es^pressed lac of personal s 

acquaintance with the buyers of sticklac. The most important a 

buyers (frcam the growsrs) are the p aihars . ■ More than 91 per fc 

cent grower households reported the sale being made to them. ' 

The top 40 per cent of the households account for a 1 * 

much larger shaire of the total than the bottom 60 per cent. The t 
average quantity, sold by the sample growers households caiT>e to ,i 
about 41.58 hgs. However, given the highly non— specialised ar 
scattered nature of lac production, there are relatively few 
big growers of lac — only about 6 per cent of the housshplds 
sold more than 100 hgs. of lac in a year. Even the largest 
quantity of saifees reported was, after all, 180 kgs. per annum 



only 
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^ data show that the average market charge is 

about Rs* 0.47 per head load per market day. If we tate the 
price spread between average exxx)rt price of shellac and the 
sticklac price as an index of growers share in lac price, it 
follows that the real marketing cost is on the higher side. 

A very sina.ll proportion of the gro^/iiers have advance 
knowledge of the prices. Their main source of knowledge are 
paikars (in about 60 per cent of the cases). In only about 5 
per cent , of the cases ^ gro'wers reported that they' came to ' knew 
the price through the marks t in an impersonal manner . It was 
also': rapoirted that magdrity' of ' the traders quote ' different ' ^ ' 
prices. This shows the imperfect nature of the haat as a 
selling piace\, Manufacturers and esiporters have fairly reliale 
advance knowledxge of crop prospects through their field staff 
and agents etc. On the other hand, the growers have little 
knowledge of the e:5{pected crop in their entire region and the 
likely price level. For a big proportion of growers, their 
price esipectation is never realiskd. 

It appears that, though money intervenes tenpirarily, 
the real position of these markets is not much different from 
that of barter. The mixing up of produce and consumer goods 


markets woxlcs towards weakening the bargaining power of tte 
growers. Seperation of primary produce markets from haats and 
bringing them under tte purview of Regulated Markets Act may 
help improve mi^tters. Buffer stock operations should start at 
the beginning of the crop season, because in the early days of a 
season there is a high arrival rate in the h aats. Scientific 
production of lac, ensurirg adequate returns, lac processing by 
the local under-employed population and setting up of sraall 
scale industries based on lac and other MFPs- should fom an 
overall,, integrated strategy of boosting the economy of the 
region. 

However, the dominance of the entire range of activities 
connected with lac by a handful of modern corporate entities 
engaged in lac processing and e3g>orts results in a situation in 
Tfthidti the surplus generated in these activities gets concentrated 
at the apex* Given the declining world deitend, there is not mu<^^ 
scope for ploughing back these siarpluses in lac based activities. 
Therefore, there is stagnation in lac production and in some 
quarters a fear is expressed that it may also meet the fate of 
indigo. In order to avfert such a crisis which woifLd deal a 
severe blow to the growers, workers of lac units and its traders. 
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it is essential that, the doiainanca— dependence rela.tionship 
bet'ween lac ejiporters and the rest of the interests in lac, 
particularly the grov/ers, is brohen. " -This demands a- fait share 
bf the unit value realised frciu lac for the growers. 

Analysis of Price -Spreads a 

2in analysi;;. of the trends in price spread, marfeting 
and pricing helps in understanding how tlxe growers have received 
a small share, determined largely by the power of tlie big 
manuf act ur e r-e3<po rt er s • 

The analysis of relative prices of seedlac, sticklac 
and shellac defining the price spreads has so far been handi- 
capped because no all~India average price of stibklac was 
available# Therefcre^ we constructed a time series of such 
prices for sticTciac for the period 1969-78 on the basis of price 
and arrival data of the Directorate of Lac Development {(See 
graph 4) # We find that stic3c].ac prices are not only unstable 
from year to year but within a year also there are fairly wide 

seasonal fluctuations (See graph 5). For eacanple , in 1969 the 

Rs# 

price was/ 141,9 and in 1974 it was/180a, the weighted average 
price for the period being Rs.583, Coming to seasonal 
fLuctuatioHj we find that the second quarter gener silly records 


the lovest price ( Baisaikhi ) while the last tjuarter records the 
highest price ( Kusumi ). Seedlac and shellac prices also show 
the same features as sticklac prices (See graph 6) viz., large 
year to year fluctuations generally rising trend upto 1974 ard 
declining trends after 1975, with low prices generally during the 
BaisaMii crop (See graph 6). The spread between sticklac and 
seedlac prices have varied a great deal since 1969 from the low 
of Rs.48.80 per qxaintal in 1969 to Bs.505 per q'ointal in 1974 
(See graph 7). From the analysis it follows that when seedlac 
prices started rising from 1972 onwards, the sticklac growers 
cx>\ald not obtain a fair share of the prices. 

The price i^read between seedlac and shdlac prices shows 
lesser variation than between sticklac prices and shellac prices 
(See graph 8. for the former and graph 9 for the latter). During 
the period 1971-78* the price difference has ^en a low of 
Rs.lOO per quintal in 1971, vhile it reached the highest of 
Bs.2275 in 1973. price differentials show that the cottage 

sector seedlac units too are in a position somewhat similar to 
lac growers in as much as the price spire ad between seedlac and 
Celiac moves largely to the advantage of eicporters. When 
shellac prices rose substantially the seedlac prices did not 



shov/ ■ adequate rise, to >.oop pace with them, resulting in a large 
price spread. In 1972, the price spread Isetween seedlac and 
shellac prices was Rs.182.58 and the saedlac reached Rs. 2313.13 
the price spread also increased to Rs,255.95. It shows the 
strong hold of the ej^sorters on the lac martet. 

In world-ng out the prices v/hich the lac trade is in a 
position. to pay to the growers of sticklac, one finds that 
generally, it is the Calcutta shellac prices which are worked 
backwards, since what the exporters obtain is reflected by the 
.unit value; realised and owing to fairly big gap between Calcutta 
shellac prices: and intematiohal unit ..value realisation, it is 
the latter which provides a reasonable basis for comparison 
with sticklac prices. Hence in computing sticklac prices, the 
lanit vaJ-ue realisation from e^gaorts shoxild be worked backwards. 
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in the lac teclinolegy or changes in factor prices was 
found. ' . 

During periods of high and rising prices , the 
sticklac growers haxre fared better than they did during 
periods of low and falling prices. It implies that 
when the going is not good in lac trade , the brunt is 
borne by the sticklhc growers - the weakest link in the 
chain. The fact that the prices of .sticklac, .seedlac 
and shellac move in the same direction, though with 
different magnitudes, shows that while the economic 
and market forces males their move in concert, there 
are many factors, like the dominance of the orgariised 
big esjpurtefs - manufacturers which affect the actual 
size of the difference between these inter-related 
pricesv^ O': : ' ’ ■ 


Contd/.;. 
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Inf rastruct.ural Facilities ° 

Weekly, primary, haats serve as the most important sales 
points for tlio growers of i-ac. £acli haat on tho average serves 
about 15 villages, Ibout 80 percent of the growers sell their 
sticlcLac in primary haat s and the haats are, on the average, at 
4,33 railes away from tb- villages. Oa the whi_ le , the nearness of 
the haats to Pucca roads' and railroads indicate that the physical 
and infrastructural bottlenecks canxiot be considered significant. 
Only parts of Palamau district lag behind in these facilities. 

Our analysis of price -spreads indicated the relatively dis- 
advantageous position of large nuitber of small lac growers with 
regard to the benefits from the infrastructural facilities 
continues to remain unchanged, 

Role of Haats s ^ 

Iho i: 9 le of haats is ruultif aricus. Apart from their role 
in social activities , they serve as centres of major economic 
transactions of the feeder villages with each other as well as 

f 

with the rest of the region. The haats serve as markets for final 
consianer goods, inteirniediate products and capital goods. Lac 
transactions constitute only a small fraction of the total turn- 
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over of haats . The growers se.ll many MFPs^ besides lac, and buy 
consumer goods. Owing to the mixing up of produce market and 
consumer goods market and the distance covered by the growers to 
reach haats , the growers have very low retention prices. An - 
important feature of the h aats is that tiie characteristics of 
primitive marketing, viz., personal bond or nexus between buyers 
and sellers and absence of money as a medium of exchange, are not 
present in the weekly haats of the three districts. 

About 90 percent of the lac is sold by the growers to the 
paikars who in turn sell the lac to arhatias , bhattawalas , factory 
agents etc. from whom they have some specific order or have some 
understanding with them. The fact that most of the paikars belong 
to the middle strata of the society and are better educated 
than the growers is an indication of the paucity of errployment 
opportunities for the relatively better educated middle classes. 

Our evidence show that possibly on account of the cortpetition aitong 
a large nirriber of paikars , their profit margins are modest - about 
15 paise per kilogram of lac. 

lirportant Features of Pricing Process of Lac s 

(i) h large nimber of growers, with low reserve prict,, bring 
small Quantities of their uncertain and fluctuating production 


258 


whicli depends mainly on their need for cash in order to buy 
consumer goods I 

(ii) Paijkars arc the most important buyers of lac. Ihey are 
; a group of people with modest means and have a small turn-over. 
Apart f r om them , arha tias , factory agents etc. also play a 
subsidiary role in buying lacs 

(iii) Since the paihars buy lac either directly or indirectly 
on account of the Kothiwals and big manufacturers (who buy most of 
the produce) , the level of their purchases and the prices offered 
by them are greatly influenced by what they are able to sell off 





than Calcutta prices. The strength of the manufacturers and 
exporters in the entire spectrum of lac trade results in a pattern 
of price spreads which is beneficial to them. 



The only success of governrtient policies was in preventing 
a fall in per unit export earnings. It failed to . impart .price 
stability, could not ensure remunerative prices to growers and also 
did not succeed in beeping the price spread, between international 
shellac and up-country sticblac prices within a reasonable level 
favourable to the growers^ Svon the success in preventing a fall 
in per unit export earnings did not lead to helpful income and 
employment effects in the home economy , nor did it help increase 
our total escort earnings. ^ 1 - v;:'' ; 



Inspite of the ban on. fafka during 1954, as recoraiiTended. 
by V.Jha Coinmittee, prices of lac products continued to fluctuate 
Hence it is obvious that the ban on forward contracts by itself 
could not bring about stability in lac prices. . 
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Minimiam Export Price (MSP) s 

The policy of fixing I'IS? succeeded partially in providing 
a floor below which worlci prices could not fall. When the downward 
trend in world prices persisted, the MEP had to be lowered a nximber 
of times and finally withdrawn. la so far as the ME P helped in 
teeping shellac prices high without ensuring a trichling down of 
its benefits to the sticW-ac growers, it led to a wider price- 
spread. Despite supplementing the policy with that of partial 
canalisation, MEP could n^ prevent the market forces from bringing 
down sticklac prices. 

Canalisation s 

big manufacturers and S.T.C‘^s lack 
of es^ertiso in handling lac 'exports , the canalisation order has 
been successively diluted ; main changes beings (i) reduction and 
abolition of MEP? (ii) removal of quantitative restrictions on 
escorts by private trade? {iii) reduction in percentage of obligatory 
lifting of stocks of seedlac from S.T.C,? (iv) changes in the 
S.T.C's service charges from private exporters, and (v) re- 
introduction of MEP in order to restrain inter se coirpetition . . 

amongst private exporters. The structure of lac market whicii is 


dominated by a few big ones , v/ith. monopolistic traits life product 
differentiationV strong br^er,. preference etc.-; are partially 
responsible for STC’s failure. The top es^orters have, more or les^ 
had a consistent ej^ansion of their exports during the whole period 
of canalisation. 

Price Support and Buffer Stock Policy and Factors 
responsible for their limited impact s 

The buffer stock operations were started ; too lata after a 
fairly good part of the crop moved away from the hands of the s| 

growers. This happened not only in the first year, but even in 
subsequent year. , The level at vyhidh the buffer stocks were 
to be maintained, the principles for ^determining such a level and 
the quotas of various 3 tates and their procurement were not fixed. 

The choice of form in which the buffer stocks were maintained! 

■ 

{i.e. seedlac) was not the best one, thus increasing costs 
considerably. Concentration of exports in the hands of a few firms . 
also created soine problems in the implementation of buffer stocking i 
and price support policies. The exporters recycled STC's seedlac , 
to it and processed low-prices open market seedlac and sticklac for 
their ej^ports purposes and made higher profits. Thus the growers ' 
were denied the benefits of the support price. Even the support 
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.price was reduced later when market forces favoured a higher price. 
Thus I in effect, the support price during 1978 became a sort of 
floor price, , ' ' i 

Thus the administrative organisational limitations of 
stock - suppo'Xt price - canalisation policies apart, it is 
the structure of the trade* (,do.minated by a few •business houses who 
work partly through the operation of adioinistrative mechanisms 
and mainly through the use of mtarket forces) which is largely 
responsible for the failure of the government policies. 

^ fraction of the total sticklac output 

was brought under the price support scheme, the inarket price ‘ 

|v : ; • ■ uremained^ the contrary, rt became a means for 

some people to pocket the difference between the support price and 
the market price. The support price scheme could not effectively 
reach the grcw>-r3. The chain o:* ir:termedia_iv;iS v.-as ;iot reduced but 
' the State agencies were added on to the existing channels. The 

State agencies did not work on a no-prof it-no~loss basis,, but made 
tidy profits through buffer stock operations. In brief, the 
entire range of pxiblic policy interventions in the lac ..economy 

have produced very little of the stated objectives. 



CHAPTER - IX 


S S C 0 M M E N D A T I p H S 

OSae foregoing recapitulation of the main results of our 
study puts Us in a position to raalcB our recommendations for 
strengthening the lac economy and mahing it serve the national 
objectives of using natural resources like lac for fostering 
development, particularly of the we ater sections, which 
undoubtedly, in the present case, happen to be the lac growers. 

It may be mentioned at the outsat that all the 
recommendations are inter-related and stand as a package. The 
rationale of these steps follows from the preceding analysis. 

' ■ ■ ' Increasing tiie direct income from sticklac for the 

growers is possible either through increasing production or 
ensuring a good, reasonable price, or both. In the short— run, 
increasing production will come up against demand constraints. 
Given the' present level of prices , it may not be sufficiently 
attractive for the growers to go in for adopting various methods 
of giving high and stable , yields , Hence the immediate emphasis 
has to be on ensuring stable, reasonable and qualitatively 
differentiated statutory price (for example, higher for Kusumi ) 
of stic3d.ac to the growers. 
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since neither uncontxolled market me chanisra, nor 
partially controlled imrtets (with schemes like the present 
birtfer stock and support price scheme }r have ensured stable and 
reasonable price to the growers, monotoolv procurement bv goV6rn ~ 
ment agencies is the only v/av out . In the past, the inter- 
mediaries, which, in effect, meant paikars , were blamed for low 
receipts by growers. We have seen this to be incorrect. It is 
the dominance of the entire lac— based econoinic activities by a 
handful of shellac manufactiarer-es^Jorters which leads to low 
returns for the growers, apart from the influence of 
fluctuatiDg demand and supply relationship. 

Hence • monopoly procurement of the entire market arrivals 

l3oth and 

of sticklac,/ directly by public agencies and cooperativc^through 

registered paikars on commission basis is what we reccamEiend, 

Just as the paikars are to be registered, the growers must also 

be registered and issued pass books in which there should be 

entries of their sciles, prices paid, number of host trees, 

inputs like brdodlac and. |5e Stic ides bpught/supplies, loans 

given etc.' ' ^ 

Ib.ough presently exi stxng . haats may be oontxnued as 
sales points, at specific declared places buying centres should 


tjis opened where 'the growers may cori'veniently bring their 
supplies for sale to the public agency. 

If such a system encourages the growers to bring in 
their sipplies to the martet in bigger lots , methods of 
encouraging them to put in the money in bank accounts may be 
tried. In fact, the banks may give, some commission to the 
paikars for inducing growers to make bank deposits. 

Monopoly procurement at statutorily fixed prices may 
ise done by a LxC aUTHORITy OF liJDih (Lhl) as an autonomous body 
on the lines of a pioblic corporation. It ^ould, among ethers, 
have two Division,, viz., an internal purchase, sales and 
• domes'tic industrial uses DiizLsion (apart from organising 
monopoly procurements and domestic sales, it ^ould undertake 
setting up and sponsoring lac-using industries in the country) . 
Second an External Sales Division with adequate external 
: sal es-ciam- service : centres . 

The lAI should be a joint body of the central government 
and the lac-growing states. All the big shellac manufactxiring 
factories, shoxild be brought under its direct control and 
managenent, Wi'thout direct ownership over .ihellac manufacturing 
and escorts neither monopoly procurement at reasonable prices. 
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nor an appropriate alignraB-nt between export realisations and 
price paid to sticklac growers is possible. Small scale 
sliallac manufacturing in private hands may be allowed but 
increasingly the cooperatives of growers and paihars should be 
encouraged. Efforts of BISCOLnl'®’ in this direction shovild be 
encouraged, and assisted. 

^ reasons necessitating the tahe-over 

of all large, and mechanized private shellac, manufacturing units 
(except those in the co-operative sector) . Smaller units should 
allowed only seedlac and hand made shellac inanufacturing 

' ■ '.V. , . 

with a ceiling on total amount prodirsed by inter-related firms. 
Wa have in the course of various chapters referred to tfese 
reasons* Briefly recapit’ilated^ - they are as followss- 

(a) Their export behaviour has concentrated on valu or 
financial aspects at the cxsst of physical volume of exports, 
which reduces the demand for stichlac. This has led to 
increase in the income of the exporters at the cost of loss of 
income and employment for the lac growers. 

(b) The analysis of price spreads between \anit value 
realisation from Celiac and sticklac prices has shown that 
the gap is xonjustifi^ly wide and fluctuating,. Moreover, when 



she 11 oC prices decline tiie reduction is passed on disproport- 
ionately to the growers,, who do not share in, the same measure 
the 'increased value realisation from exports. 

(c) The study of the marlceting system of lac in the haats 
shoved that sticMac prices are largely daterrrdned by the 
advice received by aarhatias and bigger paika rs from the 
manufacture— exporters . 

(d) Our analysis of the price spread between shellac and 
seedlac showed that even the small seedlac manufacturers are 
in a weak position vis-a-vis the highly concentrated power in 
the hands of big shellac manufacturer-exporters. 


(e) The schemes of buffer stocks and support price did- not 

succeed, among other reasons, because the part of the supply 
of sticklac not bought by public agencies could find - ready ard. 
willing buyers in shellac manufacturers at lower prices than 
those fixed by government. Thus, tl^re, were many conplaints 


that the quantities of seedlac lifted by the exporters from :• 
the STC*s buffer stock were recycled. Hence the scheme not 
only failed in ensuring good returns to the growers but the 
amounts paid by the goverrment found way into the hands of 
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■unintended groups. Wie behaviur pattern of the big shellac 
manufacturing units had an iciportaiat role to play in this process. 

(f) ‘fhe working conditions in the mechariical shellac 

manuf actiiring units are far frc«n satisfactory, ii large number 
of workers are shown as temporary and the factories are classified 
as seasonalj. while in fact^ they operate for a fairly good part 
of the year. In this way, many legal obligations with respect 
to -the workers are evaded. Our n/isits to soiae factories l«ft 
us in no doubt on this score. 


Cg) Ihe price payable to the sticklac growers is generally 
worked backwards on the basis of export prices. However, 
generally 1- this is done on the basis of Calcutta shellac prices 
rather than uni t value realisation from esgjorts . It is true 


that tiao responsibility for the choice of an in- appropriate price 
cannot be wholly 01:1 shellac manufacturers, but in any case, they 


have derived benefit from the 


practice . 


l*iore serious, however, is the issue of the rate of 
conversion of stiOlAr iwfcrt jaHaiXa* -waxir-ii isoori. 

used in. cost calculations, obviously on the basis of data reported 
by the Celiac manufactuaoers* fts we have seen, the reported rate 
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has ge-:.irally varied between 42 percent -tc 50 percent. Wa have Ul 

shown how this rate contradicts for a very good period the ^ . 

statistics about the volume of market arrivals, of sticklac. The 
rate which, can roalca shellac export figures consistent^ in terms 
of comparison of sticklac equivalent of exports, with market 
arrivals of sticklac is in excess of 60 percent. Hence the 
cost of shellac has all along been overstated, giving the 
manufacturers an undue advantage. This kind of a fact brings out 
the serious handicaps to which public control and reg.\^ations of 
the lac is subject. Public ownership removes sxich handicaps. 

(h) The failures of partial canalisation of shellac e^^jorts 

and its step— by~step watering down, we have seen, was/ inter alia , 
based o.i strong buyer-seller link-up in the shellac' markets, brand 
name preference of the buyers, and tech-^niGalities involved in 
organising shellac exports. Complete canalisatioh with produciibn i 
remaining in private sector would create many ticklish problems 
of price fixation and planning of the structure of output in ; 

terms of grades and subgrades in keeping with the pattern of 
world demand. We have already discusssd why and hew export 
promotion measures can be taken up only by government and without ? 
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; taking— over those units, such cxistly measures will lead to 
ijiecjuAt^ enrichment uf a handful of es^portets— inanuf actxirers. 

li take-over will trajisfer production and sales technology 
and ccmpetencG along with ownership of brand names to public 
sector/ which can use it judiciously for esiport production along 
with desirable domestic income and eraployment effects. , 

that shellac raanufacturer-ej^jorters did 
precious little by way of ploughing back of profits (with 
shrinking physical voliome of exports, additional investment in 
shellac capacity cannot be sustained) , R & D and develojaaent of 
internal demand for lac. It is some people in BlSCOLRl^ who are, 
e.g,, stmiggling hard to propagate lac-coating of urea, ^ ^ ^ ^ 

dynamic entrei.>renourial me.ke-up or a socially conscious attitiade 
towards growers is hardly in evidence among the big shellac 
manufacturer-exporters . 

No policy of using lac as a means of helping growers 
obtain a sizeable supplementary income, as a means to help the 
process of industrial growth in the region through the forward- 
linkages of lac and to eneiblG the country to maintain its compara- 
tive advantage in lac exports on a long term basis, • 
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especially in the face of the competition of synthetics under 

the aggressive auspices of multinational gaints, etc, can succeed 

facturers 

with lac industry's acminance by a handful of morchant-manu— 

continuing. Jis we have argued in the Introduction* the achilles' 
heel of lac economy is the dependence -dominance relationship 
between the lac growers and a small number of merchant- 

manufacturers. Bringing the organised* mechanical segment qf 

. . 

shellac industry (which is engaged in exports;^ under a socially— 
responsive public sector is the only way out for the long-standing 
problems of lac industry. . 

Monopoly procurement at statutorily fixed* aremunerative 
and grade-wise differentiated prices of sticlcl.ac is necessairy for 
protecting growers. Complete canalisation of exports of shellac 
is necessary in order to remove the demonstrated anomaly of profit 
(privat«i financial* flow) miixiraising private- ej^orters’ behavioxor 
vfoich not only does not lead to increasing the physical “ 

volume of sales but in fact leads to its continued 
of growers* ipcome and enployment. 'Ehis contraction of demand 


for sticKLac gives' the exporters 


added advantage in pricing 


against the interests of the growers. Thus, the growers* ^come 
and. eicployment suffer both because of reduction in sticKLac output 
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and widening of tJa« price apre ad between sihel lac and sticM-ac ' 
Pgainst the interests of the latter. 

Given the need for monopoly procuramant of sticlclac and 
monopoly exports of shellac by the State , the position of private 
sector shellac manufacturing becomes untenable and mnworkabla 
i'illowing these units under private ownership only allows an 
^■■irinecessary complicating factor makinij coordiiiated planning and 
irtplementation difficult and cumbersome. Moreover ^ tate'^over 
of these units with compensation should not affect the private 
shellac mahufactircers adversely because they can move into new 
industries and trades of which there is no dearth in oxar 

' ea^anding economy* ' ’ 

The promotional arid structural change introducing roles 
shoxild be asigned to a specific Division of the Llil. Indian 
LAC Research Institute should be brought under its control and 
research and extension work should be closely inter-oonnected. 
Such a unified policy will render the secretariat of the Shellac 
Ejiport Promotion Council redundant as a separate agency and its 
personnel and services should be merged with the External Sales 
Division of the LAI. 
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The LAI should have a Division looking after shellac 
manufacturing units taten-over for the pui^iose. The central and 
state governments should provide it with adequate capital* For 
operational efficiency, each unit may have separate Dan^-gement 
under the overall control of LAI. it should he empowered to 
obtain funds from public financial institutions for its current 
and investment needs. Growers should be represented on the 
Board of LAI, The departments of the central and State govern- 
ments dealing v/ith tribal v/alfare shotiLd also be associated with 
the management of LAI. 

The LAI cannot hope to dispose of all the sticklac which^^^^ ^^^^ 

it might procure in the form of seed! ac and/or shellac in the 

domestic and the international markets in ihe view of 
' : ; ^ ^ . However , ;' 

reduction in world of f-take of shellac and limited home market.^ 

lately, with recurrent international oil price hikes, the prospects; 

of shellac in the world markets vis-a-vis synthetic resins seem 

to be improving. However, :.as seen earlier, sticklac production 


is sxjbject to fluctuations and hence there are likely to be some 
periods of shortfall in production. Even with administratively 
fixed prices and monopoly State procurement, buffer stocks are 
needed in order to tide over supply cons triaLnts by carrying 
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stocks over time. ^ hn assured and stable • supply through buffer 
stocks is not only an important condition in maintaining the 
strength of Indian Shellac in the World markets but is a self- 
justifying proposition giving the primary growers stakes in 
increasing or, at least, maintaining production. 

iit this stage, two specific recormnendations can be made 
cibout the buffer stock operations in the light of the past 
experience. 

Maintaining buffer stocks in the form of a semi-finished 
product like seadlac does not seem to be justified either on 
technical or on economic grounds. The gestation period of 
converting sticklac into seedlac is not long enough to justify 
teeping the mator^ readily usable form. The cost of 

warehousing for sticklac, because it could be and ought to be 
decentralised, would be lower. The shelf-life of sticklac is, 
we can say on the basis of advice we received, if anything, 
loiter than that of seedlac. Then, it does not require air- 
conditioned warehouses^. i- In order to have a long shelf— life, 
what sticklac stocks need are periodic paltai operations which, 
apart from generating employment, will not be very costly in 
view of relatively low wage rates in the interior, rural areas 
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than in Calcutta an6/ox other big centres. Hence we recommend 

j. . , /in the lac growing areas 

decentralised warehousing of buffer stochs/in the form of 

sticKlac, 

The buffer stocks and major reliance on external meirkets 
are not adequate. The increased and direct oublic control over 


the lac industry would be justified if it becomes an instrument 
for taking sca'te long-term measures to and the dependence of the 
fortunes of lac-based activities on external xnarlTets ar.d a.t the 


same time contributes to the xlevelopnent of the economy /.more 
specifically of the regional economy and its weaker sections who 
grow stickLac. This requires that a large number of already 
known uses of lac are given actual industrial application 
either by LAI directly setting' up such i nd ustrial units or • 
encouraging their developroant in the cpope ratives ca: in the 
private se ctor. It has to find out the areas in which synttetic 
resins/' especially those based on high cost imported petroletim l 
products/ are used' and push for their substitution by lac/or 
mixtuires of lac with synthetics. There are a large nxmober of 
areas in electronics and electrical field (as insulating material) 
in paints and varnishes , in railway wagons painting / in 
fertilisers, in fuamiture polishing, as coating and capsule 
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material ^ in pharaiaacGuticals , etc. where definite government 
policy of encouraging an indigenous^ low-cost , high-technical 
efficiency product with high social benefit coefficient as 
lac (in the area of store purchase in government and pxoblic 
sector, in industrial licensing and credit policies, in 
differential fiscal policies and iirport policies) would be needed 

netliods of producing shellac, by hand can 
be an area of enquiry for developing appropriate technologies, 
which can especially he directed towards supplying dories tic 
iisartets . Such siuall scale units -in the rural area of South Bihar 
can help the poor growers to move into processing activities 
■ based on their own priraary 'pro^^^d^^ : It is - a low cost: method 

of ■ setting up rural iridustries. 

■ Ihe question of procurement price has been faiiy 
controversial.. We have seen that a price cf Rs. three per kg, on 
fifty per cent lac-content (^hauri-parta) basis which was 
recommended and applied for some time as an interim measure, to 
be subsequently raisedi was, in fact, reduced to Rs,2.25 per kg. 
last year. On the basis of what we were told about the actual 
cost (including that of unpaid family labour) and the price 
spreads, it was wrong to reduce the si^sport price to Rs,2.25. 
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In an integrated paclcage of policies we have suggested a price 
below Rs. 3.00 per kg. which was considered barely adequate by a 


high power committee cannot be justified. To begin with Lhl 


sho\ald offer a price of Rs, 3. 00 per kg, (with a sonewhat higher 



price for Kusimi ) and gradually base it on the unit value 
realisation from exports. .The price of Rs.S.OO per kg. should be 
the floor level which should be raised on the basis of unit valije 
realisation (UVR) in the preceding year. 

It is clear that Lhl and cooperatives of lac growers 
(with assistance from Liil and public financicil institutions) 
should make additioneal warehousing facilities available at many 
haat centres. 

If the registered paikars and cooperatives are found ; 
inadequate as purchasing agents in t^ and before the’ ; 

LAI is in a position to open its own purchase centres ^ it may 
be necessary as an interim measure to continue the involvement 
of the present state governments* agencies in buying lac from 
grovers. ’ 

In such cases direct purchases by the concerned agencies 
should be insisted upon- These agencies should be- operating on 
the basis of actual coveragedof cost of purchase and we see no 
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reasons for allovd.rig them to make a profit by undertaking this 
activity. It simply pushes up the cost of sticklac while its 
revenue contribution to overall f-t ate government resources is 
negligible. Furthermore , with LAI as/ pioblic sector unit paying 
it, its net resource raising contribution simply cancels out. 

Better forecast of likely sticlcLac output can help the 
LAI to plan its esqDorts and dcmastic use policy better . In couBe 
of time, there should be a census of the lac host trees | with 
appropriate entries in -the Pass ' Books of the growers. ‘Ihe growers 
paikars and personnel at. the purchase centres ^ouM be used for 
crop-intelligence. A watch on weather conditions and other 
factors: influencing yield should also be undertaJ^n. The ILRI 
under the LAI should bo both a research and extension agency with 
more intintate links with growers. Bringing it under LAI could 
bridge the gap between the laboratory and the lac factory. 

There is need to urgently bring to an end the present 
ad hoc and multiiDlicity of agencies* and departments* centred 
methods of taking care of the problems of lac industry. This 
will pave the way for introducing oxar policy-package in an 
expeditious manner and, given political will/ in an efficient 
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